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Identifying strategic export markets for SA sorghum industry

his year, South Africa is confronted by drought and the
country is expected to be a net importer of grains. Nonethe-
less, that does not cease the need to grow export markets
for the South African grain industry, especially since the in-
dustry faces the challenge of high export concentrations in
traditional markets.

The need to grow export markets was widely echoed in several
sorghum specialists’ working group sessions. Hence, this article
will focus on identifying the strategic export markets for the
South African sorghum industry. The analysis will be done using
grain sorghum trade data, HS code 1007. We start by discussing
the trends in South Africa’s sorghum exports, Harmonised System
(HS) product classification for South Africa’s sorghum exports,
explore leading world importers and lastly suggest the strategic ex-

South African sorghum export trends

South Africa’s sorghum exports are generally irregular and incon-
sistent (see Graph 1). This lack of consistency can primarily be
attributed to uneven surplus levels and increasing production in tra-
ditional export markets.

Approximately 99% of sorghum is exported by South Africa to
the Southern African Development Community (see Table 1). Bot-
swana and Swaziland account for 98% of the South African sor-
ghum exports’ share. The other key export markets within the
continent are Kenya, Uganda and Sudan, which in total account
for 0,5% of South Africa’s export share.

Currently, Botswana’s domestic sorghum production is increasing,
which might limit its import needs in future. International Trade

port markets. Centre (2015) data shows that South Africa’s exports’ share in

B SA Grain/Sasol Chemicals (Fertiliser) photo competition

Graph 1: South Africa’s sorghum exports.

TABLE 1: SOUTH AFRICA’S OVERALL SORGHUM EXPORTS TO SADC MARKETS (TONS).

| COUNTRY 2010 2011 2012 2013 2014 AVERAGE SHARE OF TOTAL |
Botswana 27 223 183018 46 666 54 660 23030 66 919 93,70%
Swaziland 2901 3814 3180 4107 2 255 3251 4,60%
Uganda 1204 - - - 6 242 0,30%
United Republic of Tanzania 993 - - - 2 199 0,30%
Mozambique 65 270 88 295 5 145 0,20%
Zimbabwe 156 36 - 28 493 143 0,20%
Angola - 260 181 - 173 123 0,20%
Kenya - 512 - - - 102 0,10%
Lesotho 87 31 19 168 12 63 0,10%
Namibia 78 13 1 217 6 63 0,10%
Sudan (North + South) 140 - - - 120 52 0,10%
Area not elsewhere specified - - 20 35 170 45 0,10%
g Total SA exports top markets 32847 187 954 50 155 59 510 26 272 71348 -
Py Total SA exports to the world 33036 187 968 50 162 59 523 26 330 71404 -
5 Source: International Trade Centre (2015) and own calculations
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Botswana has been decreasing. From 2010 to 2014, the quantity of
South African exports to Botswana decreased by 15%.

South Africa’s sorghum exports within

the global context

In value terms, South Africa is the seventh largest exporter of sor-
ghum in the world, after the United States of America, Argentina,
Australia, the Ukraine, France and India (ITC, 2015). Global sorghum
exports are concentrated within the top six largest exporters (which
are the United States of America, Argentina, Australia, the Ukraine,
France and India) which account for 94% of the total global exports.
South Africa is one of the smallest players in the global export
market, contributing a mere 1,4% of the total world sorghum exports.

Who are the leading global importers of
sorghum?

There are 16 African markets that rank among the top 50 sorghum
global importers. On average, African markets account for 10%
of the global import demand. Sudan and Ethiopia are the largest
markets on the continent. However, they each account for just 2%
of the global import demand.
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Outside the continent, Japan, China, Mexico and Colombia are
the leading sorghum importing markets, all constituting more than
73% of the global import demand. In particular, Japan and Mexico
are the leading importers of sorghum in the world. They both ac-
count for 55% of the world’s sorghum imports. The top 20 sorghum
import markets account for 95% of the global import demand.

Emerging markets have also been among the fastest growing
regions for sorghum imports. The Middle East (25%), Asian and
Far East markets (36%) showed significant growth between 2009
and 2013.

Above all, Europe has shown the most impressive growth, with

imports increasing by an annual average of 54% over the same pe- B I 0 - etu n 0 I - p rO d U kS I e

riod (2009 to 2013). Global import demand is also increasing — in the
same period, the increase was 17,6%.
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GRAIN MARKET OVERVIEW

High growth

Countries with high import growth, but low global
import market share
These markets represent substantial export gains

Countries with high import growth and high global
import market share
These countries represent large potential export gains,

g whose potential can be utilised in and it might be fairly easier to establish market presence g
= the future <
[7) /]
E Countries with low import growth and low global Countries with low import growth, but high global -57
- import market share import market share I
Weak demand growth means these countries need These countries might be good opportunities, but there
to be reviewed further to determine if they can be exists constraints to growing sorghum exports
considered for expansion in the future
Low growth
Figure 1: The growth share matrix.
High growth low share High growth high share
[ COUNTRY MARKET SIZE TARIFFS [ COUNTRY MARKET SIZE TARIFFS |
Israel R114 068 0,00% Spain R438 362 1,6%
United Arab Emirates R11 309 5,00% Colombia R772 024 10,0%
Niger R49 877 5,00% Total value of markets R1 210 386
Djibouti R48 509 1,00%
Cameroon R21 228 17,50%
Republic of Korea R24 810 391,20%
Ukraine R13 971 2,00%
Italy R166 453 1,60%
Germany R105 295 1,60%
United Kingdom R39 183 1,60%
Poland R14 747 1,60%
Romania R12 120 1,60%
United States of America R124 677 0,00%
Peru R76 223 0,00%
Bolivia R37 989 10,00%
Brazil R16 088 4,00%
New Zealand R133 703 0,00%
Total value of markets R1010 250
Low growth low share Low growth high share
[ COUNTRY MARKET SIZE TARIFFS [ COUNTRY MARKET SIZE TARIFFS |
Kenya R158 424 25,0% Sudan (North + South) R253 147 0,0%
Botswana R152 117 0,0% Ethiopia R215 103 5,0%
Morocco R96 566 2,5% Japan R3 565 049 0,0%
Eritrea R66 937 2,0% Mexico R3 695 739 0,0%
Zimbabwe R60 242 10,0% Chile R835 438 6,0%
Egypt R47 261 0,0% Total value of markets R8 564 475
Somalia R19 326 -
Rwanda R11 747 25,0%
Swaziland R9 540 0,0%
Chad R25 430 17,5%
Mali R8 762 5,0%
Sri Lanka R8 878 25,0%
Pakistan R11 456 1,0%
Belgium R93 953 1,6%
France R64 409 1,6%
Netherlands R47 991 1,6%
Bulgaria R42 508 1,6%
Portugal R23 191 1,6%
Uruguay R72 804 4,0%
Argentina R11 157 4,0%
Ecuador R26 282 7,5%
Canada R9 789 0,0%
Papua New Guinea R34 938 0,0%
Total value of markets R1 103 707

Figure 2: Analysis of the growth share matrix.

Source: ITC (2015) and own calculations
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Diversifying export markets:
Where are new potential markets

for sorghum exports?

Sorghum potential export markets are identified through the
growth share matrix (see Figure 1). The countries are grouped and
classified according to their growth in import demand and their
relative share of global imports.

Figure 1 defines the category under which each country’s market
falls by taking the top 50 global sorghum importers. These can be
considered as:

®* High growth - high share category

®* High growth - low share category

®* |ow growth - high share category

®* | ow growth - low share category

This analysis mainly takes into account the trade flows without
emphasis on the non-tariff barriers such as genetically modified
organism (GMO) restrictions. The high growth market represents
a country whose growth in imports is greater than the global
average growth of 17,6%. The high share market represents a
country whose share of global imports exceeds the share of
South Africa's exports in the world market, which is 1,4%.

The growth share matrix

The outcome of the analysis is presented in Figure 2. Within the
continent, Cameroon, Sudan and Ethiopia are the only countries
that show the greatest potential for an export expansion strategy.
Sudan and Ethiopia are the strongest options because they have sig-
nificantly lower tariff barriers, compared to Cameroon.

Globally, Japan and Mexico are the large markets, with zero-rated
tariffs for South African sorghum exports. However, there are still
major concerns regarding the competitiveness of South Africa in
these respective markets, more specifically the supply requirements.
Europe also presents several options for South Africa (Figure 2).

Nevertheless, the same concerns of competitiveness and supply
requirements remain. South Africa’s sorghum enters Europe at a
modest duty of 1,6% under the Trade and Development Coopera-
tion Agreement (TDCA). Moreover, Israel, Peru, the United States
of America and New Zealand are duty free markets and hence also
need to be further reviewed.

To conclude

The focus for export expansion should be more on the Far East,
specifically Japan, as well as in Europe, but also not ignoring the
African markets such as Sudan and Ethiopia. However, there might
be some non-tariff barriers in these markets.

There is a need for a non-tariff barrier study to look at the considered
markets through a country-by-country approach. @
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dat die beste tegnologie in hierdie basters opgesluit [&.
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