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Impact of policies on biofuel
industry dynamics and feed prices
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Figure |:Total ethanol production in South Africa under the scenario
Source: BFAP, Maize Trust report, March 2007
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from 2008 anwards. On top of the manda- |
tary blending policy, there is a fusl levy tax i
reduction of 40% for both biodiesel and i
bicethanol and this remains in place for the
entire period under review. The third type i
of policy that was simulated and put in i
place by 2011 is an import tariff of 30% for |
both bicethanol and biodiesel. i

Maodelling results

Given the assumptions above, ethancl pro-
ducticn is likely to commence from 2009
onwards, when the first maize and sugar to
athanol plants come into production. Mo
bioethanol is produced until @ mandatary
klending requirement iz introduced
because plant profits are negative under
baseline conditions where no policies or
incentives are introduced. In the lang rn,
mare ethanal will be produced from sugar
than from maize, The scenario is based on
the assumption that biofuel prices are not
fixed to the petrol price but prices are dis-
covered by demand and supply in the mar-
kat place.

It iz projected that by 2015, 437 million litres
of bioethanol will be preduced from maize, |
which implies that just over 1 million tons of
maize will be required for bioethanol pro-
duction. Approximately 340 D00 tons of |

Sources contributing to the domestic biodiesel use in South Africa
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Figure 4: Domestic biodiesel use composition in South Africa
Source: BFAP, Maize Trust report, March 2007
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Figure 5: Oilcake production and net imports
Source: BFAFR, Maize Trust report, March 2007
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Malze prices DDGS will be produced, Table 1 presents

the absoclute changes from the baseling in
a balance sheet format for yellow maize
F " o over the period 2012-2015,
_‘_,....-i.-'"‘-""--* ]

The interaction between industries is taken
into account in the partial equilibrium
framework. For example, white maize
prices increase bacause the area planted
i under white maize will decrease as the area
i i under yellow maize expands due to higher
i yellow maize prices. Figure 2 represents
i the deviations the maize prices, both yel-
Yellow maize producer price (scenario) : lows and white, will experience due to the
i biofuel industry. Although the increase in

= == =While maze producer price (soenario)

Figure 2: White and yellow maize SAFEX prices

Source: BFAP, Maize Trust report, March 2007

white and yellow maize prices is projected
to be moderate (12% and 18% respective-
ly), it has to be mentionad that these pro-
jactions are simulated under normal weath-
er conditions.
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Yellow maize, DDGS prices and DDGS production
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e mal weathar conditions, South Africa can
1o g i easily produce a surplus of &30 000 tons
5 g a0 i and only a moderate increase in prices can
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3 X b ditions, it can be expected that the local
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ty scenario much faster if maize is used for
the preduction of ethanal (Maize Trust,
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Figure 3: Scenario: DDGs production, yellow maize and DDGs prices

Source: BFAP, Maize Trust report, March 2007
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: Figure &: Percentage rise in feed costs
o Source: BFAP, Maize Trust report, March 2007
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Failure to do so will result in an unprofitable industr try anc
a blending mandate, which is mostly served by imponrs,

An increased demand for feedstock, required for the pro- ?ipscules
of biofuels, will put upward pressure on prices,

sing feed prices. Fead costs are expect-
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