
CASE STUDY – MNP2602 – MAY/JUNE 2018 

 

  PLEASE NOTE 

 Read the following case study before you answer the examination questions. 

HOW THE SOUTH AFRICAN MAIZE INDUSTRY OVERCAME ITS SUPPLY CHAIN CHALLENGES 

 

Maize is the most important grain crop in South Africa, being both the major grain for the animal feed industry and a 

staple food for the bulk of the South African population. When maize supply chains are well aligned, information flow 

becomes efficient among participants causing healthy competition in the entire supply chain. It is, therefore, necessary 

to understand the role of each participant in the supply chain to be able to offer remedies to constraints and supply 

chain risks.  

Background to the challenges in South African maize industry 

 

Despite the significance of maize, South African maize supply chain participants face several challenges. Farmers and 

traders face high production and distribution costs that squeeze their profit margins from the farm gate along the supply 

chain. Participants of maize supply chains function in markets that are susceptible to price swings and changes in taxes 

and tariffs that result in financial losses. Physical bottlenecks exist in the maize supply chain, such as insufficient secure 

storage facilities, poor distribution/transport mechanisms and a shortage of electric power in rural areas. Institutional 

obstacles also exist, like the absence of standardised maize grading and classification standards and limited access to 

crop finance.  

 

The effect of the 2015/2016 drought on the South African maize industry 

 

During the 2015/2016 harvesting period, the already volatile maize industry was hit by a crippling El Nino-triggered 

drought. Many of the South African maize supply chain participants were caught off-guard by the drought and 

consequently were ill-equipped to meet the maize demand of both their South African and international customers. The 

drought was reported to be the worst since 1992 and shifted the domestic maize market into a net import situation (i.e. 

the value of imported maize was higher than the value of maize exported from South Africa). The drought even pushed 

some commercial farmers out of business. However, not only farmers were affected by the drought, other maize supply 

chain participants such as traders, agents, brokers and millers had to rely on risk management strategies to overcome 

the challenges faced during the drought.   

Fortunately, in 2017 maize farmers experienced more favourable weather conditions and South Africa regained its 

status as a net exporter of maize. During the 2017/2018 harvesting season, South Africa even saw a maize surplus as 

farmers planted 2.4 million hectares of maize - an 18% increase after the 2015/2016 drought-induced deficit. The ripple 

effect of the increase in maize production was that companies supplying the farmers with products needed during the 

farming process (such as pesticides for insect control), were not able to keep up with the increasing demand. This 

resulted in some producers having to wait extended periods of time for their products. Such delays can incapacitate a 

global supply chain and challenge the South African maize supply chain to rely on risk management strategies. Although 

the South African maize supply chain faced many challenges in 2017, maize exports gained momentum with Taiwan 

becoming the biggest beneficiary of South African maize exports, accounting for 60% of total exports.  

Today, the South African maize supply chain relies heavily on information systems to track weather conditions, predict 

season demand from both their local and international suppliers. 
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