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ABSTRACT The purpose of this paper is two-fold: firstly to compare the prices over 24 years and secondly to
determine the reasons for high prices. Using a longitudina study, the researcher compared the prices of 45 household
items over an 18 year period in Mthatha (Eastern Cape, South Africa) and some surrounding areas. Data was collected
from supermarkets and analysed using spreadsheets and a hand-held calculator. In May 1992 the 45 items cost R220.18.
In June 2010 the same items cost R743.05, this is an increase of R522.87 or 237 percent over a period of 18 years. In
2016, these items cost R1 134.60. This means that in 2016 consumers paid 415 percent more for a basket than in 1992.
According to available literature, some reasons for the difference are increases in energy costs, climatic changes,
production costs, anti-competitive behaviour, rising income of middle class consumers, exchange rates and inflation.

INTRODUCTION

Consumersfacetoughtimesinbalancing their
household budgets during a recession. Normally
elsewhere, inarecession, pricesof someitemstend
to drop. However, in South Africa (SA) the prices
of commodities have been increasing. Over the
period reviewed, newspaper and magazinearticles
have reported an increase in prices. Such reports
are mainly assumptions based on persona per-
ceptions and emotions rather than on empirical
research. This paper, based on micro- and macro-
economic theoriesattempted to find out empirical-
ly, if indeed the prices are high and what the under-
lying reasonsfor such high pricesin SA are.

Animportant market placecueisprice. Priceis
influential because the price cue is present in al
purchase decisions and it representsto customers
theamount of economic outlay that must be sacri-
ficedin order to engagein agiven buying transac-
tion. Price represents the amount of money that
must be given up. Therefore, higher prices nega
tively affect purchase probability. On the other
hand, studies have provided evidence that many
consumers use price as asigna to indicate prod-
uct quality (Lichtenstein et al. 1993; Larson 2014,
Makas and Govender 2014). Aninterestingfactis
that pricing is an important decision area of mar-
keting and it isthe only element in the marketing
mix that generates revenue, since the other three
elements (product, promotion and distribution)
involvecost (Elder and Krishna2010). Consumers
in developing areas pay higher prices because

of alack of competition in retailing. A casein
point is Mthatha, where consumersfeel strong-
ly that prices are higher than they are in other
urban areas such as East London and Durban.
Even when compared to other cities, the price of
commoditiesin shopsin Mthathaare higher than
they are elsewhere. Clothing, shoes, furniture,
appliances and groceries are considered expen-
sive and are frequently bought outside Mthatha
(Rajkaran 1995). Thelack of adequateinfrastruc-
ture in developing areas is another reason why
consumers pay rapidly increasing prices. The
situation in the Transkei and Mthatha, in partic-
ular, confirmsthe principlesof priceformationin
amarket of limited availability and choice (Gov-
ender 1992: 2). Lack of competition, exploitation,
rising fuel costs (petrol, diesel and electricity)
and no organized consumer resistance areamong
reasons for soaring prices, say economists (Fou-
rie1991; Louw 1991). Many residentsof Mthatha
(and recently inthewhole of South Africa) gener-
ally complain about the prices charged by retail-
ers. A mini survey (Rajkaran 1995) conducted in
January 1991 comparing the pricesof 45 itemsin
Mthatha and East London revealed a difference
of R18,54. The prices of 43 itemswere higher in
Mthathathan in East London. Asobserved, many
residents of Mthatha actually do their shopping
in centres such as East London, Queenstown,
Port Shepstone and Durban. Household appli-
ances and clothing are also purchased outside
the Transkei because of higher prices and per-
hapsbetter quality (Rajkaran 1995).



Among the problems facing consumers in
the Eastern Cape (especialy in rural and semi-
rural areas) isthat thereisvery little price com-
petition, very few suppliers and awareness by
retailers of the situation and resultant increase
in their prices. Consumers on the other hand
just accept any prices, are not organized to pro-
tect themselves against high prices and lack
awareness (Weyers 1990: 4). Mr Johan Louw —
Sanlam’s Chief Economist pointed out that the
ordinary man in the street is not price conscious
enough (Louw 1991). Mr Louis Fourie—Boland
Bank Economigt, statesthat retailersin SA find it
very easy to push their prices up, because, con-
sumers are not organized to protect themselves.
They have no forum in which to protest (Fourie
1991). Thismay a so betruefor the Transkei.

South Africais not the only country facing
high prices. According to Trevor Manuel, ex-
Minister of Finance of South Africa (Manuel
2008), there are six principle reasons for high
prices (both nationally and internationally): (1)
Agricultural subsidies in developed countries
have kept prices too low, forcing many people
especially in Africato stop producing food and
relying on cheap imported food. This practice
has damaged the food supply chain. (2) Partly
due to global climate change, some key food
producing regions (notably Central Asia, Aus-
traliaand New Zealand) are suffering from se-
vere droughts. (3) Rising incomesin Chinaand
India have resulted in more food being con-
sumed, especially more meat. Meat production
uses feed stocks such as maize and soyabeans
which in turn push up the price of these prod-
ucts. Thisisconfirmed by Aké (2017) who indi-
catesthat economic expansion makesthe popu-
lation consume more and better foods. (4) To
copewithrising oil prices, increased energy in-
security and the effect that burning fossil fuels
have on the environment; developed countries
have sought to encourage the production of bio-
fuelsfrom agricultural crops, thereby forcing the
poor to compete with cars for their food (Man-
uel 2008; De Hoyos and Medvedev 2009; Aké
2017). (5) High ail prices have pushed up the
price of fuel and fertilizer which are critical in-
puts into the food production process (Aké
2017). (6) It isalso evident that, asit isthe case
with other products that can be traded electron-
ically, speculators have added to the volatility
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of prices by betting that these commoditieswill
continuerising (Manuel 2008).

John Purchase (Agricultural Business Cham-
ber CEO) also statesthat there will be morereg-
ular food risesin future. He refersto resources,
such as steel necessary for machinery will be
more expensive and that technologies are not
keeping pace. Further, asfood resourcesare also
being used for energy (biofuels), agricultural
products and food priceswill follow the energy
sector. Other factors are growing populations,
theworld’'shealth situation, climatic change and
production shocks. These could lead to recur-
ring global crises(Financia Mail 2011). The cur-
rent drought in SA and global warming are other
factors(Mahlangu 2015; Sihlobo 2015; Martinez
andArango 2017).

The above reasons (amongst others) have
resulted in food price increases in the period
January 2007 to January 2008: the price of milk
increased by 32 percent, brown bread 19 per-
cent, mealie meal 22 percent, samp 23 percent,
rice 24 percent and breakfast oats 27 percent
(Manuel 2008). According to Sihlobo—an econ-
omist at Grain SA - in January 2015, the white
maizepriceswereat R2 120 aton and in Decem-
ber 2015 prices had increased by 94 percent to
R4 115 aton because of drought fears and the
continued weakening of the Rand. Thiswould,
as further pointed out by Sihlobo (2015), result
in an increase of the price of products and by-
products of white maizein 2016.

Furthermore, there has been many press re-
ports (Hall 2009; Jika and Sokopo 2009; Sapa
2009) that prices have increased because of in-
ter-alia, inflation, fuel hikes, electricity increas-
es, production costs, drought, price-fixing, ‘ten-
derpreneurs’, increased demand by anew Black
middle-class, etc. Three main parties have been
blamed by pressreportersfor high pricesin SA:

Retailers: The Competition commission has
launched an investigation into major South Af-
rican supermarket chains for possible contra-
ventions of the Competition Act (Jikaand Soko-
po 2009). According to the Commission, thein-
vestigation had been prompted by concerns
raised by various stakeholders. In a review of
industry practices and structural characteristic,
the commission identified several potential con-
cerns, including the concentration of buyer pow-
er. “This can be manifested in practices such as
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exclusive supply arrangements, listing fees, dot-
ting allowances, payment policies, returns poli-
cies, promotional discounts and other rebates,
potentially limiting upstream competition and
making it difficult for small producersto gain
and retain access to retailers’ shelves,” it said
(Sapa2009: 4).

Producers: According to Jika and Sokopo
(2009), more than 30 food production and sup-
ply companies are under investigation by the
Competition Commission which claimsthey are
responsiblefor driving up food prices. Amongst
these companies (which are being investigated)
areClover IndustriesLtd., Clover SA (Pty) Ltd.,
Sasko Duens (Pioneer), SenwesLimited (agrain-
storage/trading company), Elite Breeding farms
(poultry) and Oceana Group Ltd (fishing).

Farmers: Onthe other hand, there have been
reports that farmers must be blamed for high
prices (Sapa 2009). This has been disputed by
SA’s grain chairperson, Neels Ferreira (Sapa
2009).
Other reasonsfor high pricesinclude: rising
supermarket costs, greed, dominance, waste,
increase in the price of electricity (30% in July
2009), risein fuel costsand fertilizers, pricefix-
ing (Mosunkutu — Gauteng MEC for Agricul-
ture, Conservation and Environmental Affairs-
2008; Sapa 2009), increased costs of transport
and packaging costs, climatic change, increase
in the number of consumersin the middle class
(who eat better and buy more protein), wastage
(Candy 2017), etc.

Even though Marius Nel, responsible for
sector intelligence at Absa agribusiness, said
international food prices had fallen about 40
percent (Hazelhurst 2009), he did point out, how-
ever, that locally the price decline will be sub-
stantially less, for two reasons. The first was
that the rand has depreciated by 35-40 percent
against most currencies since September 2008.
The second reason Hazelhurt offersin hisargu-
ment is that most agricultural commodities are
priced on an import parity basis. Becauseimport
prices include shipping costs, transport costs
to a central point in South Africa and various
other costs, import parity pricesarealwayshigher
than export parity prices, which reflect the pric-
es producers receive on international markets
(Hazelhurst 2009).

Hall (2009) refersto the global economic cri-
sis that began in 2008, which has worsened in
2009 - that led to arapid declinein international
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oil prices - the slashing of interest rates and a
massive risein unemployment. According to Hall
(2009) if these factors are taken into account,
hard pressed SA consumers are not getting a
fair deal. Even agood agricultural year in 2008
has not filtered through to consumers. The cost
of bread still has not come down and thisisthe
case with most food items.

In the future, food prices may not decline
because of slower progress in development of
new technologies, limited take-up of existing
advanced techniques due to infrastructure and
institutional constraints sooner- or larger-than-
expected damages from climate changeor large
and growing additional demand for agricultural
biofuels (De Hoyos and Medvedev 2009). Ac-
cording to World Bank (2009), biofuels has
played amajor rolein theincrease of food pric-
es, especially inthe period 2005 to 2008.

Animportant determinant of pricewould be
inflation. Inflation rate refersto ageneral risein
prices measured against astandard level of pur-
chasing power. The most well known measure
of inflation is the consumer price index (CPl)
which measures consumer prices. The follow-
ing tableindicatesthe CPI from 1992 (when the
first pricing survey took place) to 2017 for SA.

As can be observed SA enjoyed single digit
CPI for most of thetimefrom 1992 to 2016, with
the exception of 1992 and 2008. In 2004 the CPI
was -0.7 percent which was the lowest annual
average since 1958 (Businesslive.co.za 2011).
Johann Els, a senior economist at Old Mutual
Investment Group SA predicted that South Afri-
ca's food inflation would peak in the next six
months, while overall inflation would peak with-
in four months (Hazelhurst 2012). In December
2011 foodinflation stood at 11.6 percent year on
year —largely dueto meat inflation at 16.7 per-
cent, and bread and cerealsat 13.1 percent. Over-
al inflation was 6.1 percent, just over theceiling
of the Reserve Bank’s 3 percent to 6 percent
target range (Hazel hurst 2012). Thereafter it de-
creased to 4.5 percent in 2015 and then increased
t0 6.6 percent in 2016 (June). Based on Charaia
and Papaya’s study (2017), food inflation is not
only higher, but more unstable, shows greater
volatility and lasts longer than non-food infla-
tion does. They conclude, food inflation needs
more time to adapt to new reduced prices. An-
other factor to be taken into account, in this
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regard, isagrarian inflation (or agflation). Agfla-
tion is associated with the substantial increase
inthe prices of fruit, eggs, grain and other com-
moditiesin 2006 and 2007 (Chorafas 2016 ascit-
ed by Charaiaand Papava2017). AsCharaiaand
Papava (2017) point out, the agflation measure-
ment isvery important in devel oping and, espe-
cially, poorer countrieswhich are characterized
by permanent increasesin food prices (Charaia
and Papava2017) (Table1).

Table 1: CPI data - 1992 to 2017 (Average) for SA

Year Rate % Year Rate %
1992 13.7 2005 2.1
1993 9.8 2006 3.2
1994 9.2 2007 6.17
1995 8.6 2008 10.0
1996 7.3 2009 7.3
1997 8.7 2010 4.1
1998 6.9 2011 5.0
1999 5.3 2012 5.7
2000 53 2013 5.8
2001 5.7 2014 6.1
2002 9.5 2015 4.5
2003 5.8 2016 6.6
2004 -0.7 2017 5.4

“Only until October 2017.

Source: http://www.statsa.gov.za/keyindicators/CPI/
CPlhistoryrebased.pdf. (Retrieved on 23 February
2012)
http://www.tradingeconomics.com/southafrica.
(Retrieved on 23 February 2012)
http://www.businesslive.co.za/southafrica.samark.
(Retrieved on 23 February 2012)
http://liberta.co.za/blog/cpi-inflationrate-in-
southafrica. (Retrieved on 27 February 2012)
http://www.inflation.eu/inflation-rates/south-africa.
(Retrieved on 6 June 2016)
http://www.inflation.eu/inflation-rates/south-africa.
(Retrieved on 15 November 2017)

Asamatter of fact, fuel and electricity prices
have increased in SA over the last five years.
These costs are passed on to consumers. Table
2 gives an idea of how these two items have
increased/fluctuated over the years.

Note that the price of fuel decreased in
March 2009, increased again until 2014; and then
decreased in 2015 and 2016 (June). If one com-
paresthe price of fuel (unleaded) between 2007
and 2016, then it has increased by a staggering
97.6 percent. SA isnot only affected by the glo-
bal ail prices but also the weakness of its cur-
rency, the Rand. The cost of electricity increas-
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Table 2: Percentage increase in electricity prices
and fuel prices 2007 to 2016 (South Africa)

Year Electricity’ Unle- Unle- LRP
Price aded aded 95
Increases 93" 95
2007 5.9% R5.73 R5.74 R5.75
2008 27.5% R7.98 R8.01 R8.07
2009 31.3% R6.88 R6.74 R6.88
2010 24.8% R7.91 R7.79 R7.87
2011 25.8% R9.27 R9.15 R9.18
2012 13% R11.50 R11.67 R11.32
2013 8% R12.16 R12.39 R12.02
2014 8% R13.79 R14.02 R13.61
2015 12.7% R13.08 R13.36 R12.93
2016 9.4% R11.29 R11.34 R12.78

"Electricity, if purchased from Eskom. ™ Fuel prices as
recorded in March

Source: Pillay K 2011. Crunch day for SA: Good and
bad news for consumers. Daily News. 1 April.
http://mybroadband.co.za/news/energy/130320/south-
african-electricity-price-increases-1994-to-
2015.html. (Retrieved on 7 June 2016)
http://www.aa.co.za/on-the-road/cal cul ator-tool s/fuel -
pricing/?petrol-year. (Retrieved on 30 June 2016).

esespecially from 2008 to 2011 have been above
20 percent. With the exception of 2007, the per-
centage increase in the price of eectricity has
been higher than CPI. This, surely, affects con-
sumers’ spending power and givesretailersarea
son to increase the price of goods. The price of
fuel impacts on the prices of agricultural prod-
ucts. Thisisdue, firstly, to the effects on produc-
tion costs given agriculture’s heavy use of ener-
gy-intensiveinputs|fertilizer, fuel, electricity (as
inirrigated agriculture)]; and secondly the mac-
ro-economic effects, that isthe influence on fuel
pricesinflation, interest rates, exchangerates, in-
comeand foreign trade (Alexandratos 2008).

An important measure of food pricesisthe
Food Price Index (FP!), which can be defined as
ameasure of the monthly changein internation-
al prices of abasket of food commodities (Man-
uel 2016). It consists of the average of five com-
modity group pricesindexes (cereal, vegetable,
dairy, meat and sugar) weighted with the aver-
age export shares (Manuel 2016). The FPI for
thelast fiveyearswas: 2012 —-213.3; 2013—-209.8;
2014 —201.8; 2015 — 164.0 and for 2016 it was
161.5and for November 2017 it was 175.8 (Food
and Agriculture Organisation - FAO 2017). A
general decrease can be noticed from 2012 to
2016, but aprogressiveincrease can be notedin
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2017, withtheexception of March and April 2017.
However, this decrease has not been consistent
for some parts of South Africa.

Internationally, food prices have been fluc-
tuating. Food pricesincreased dramatically be-
tween 2004 and 2008. For examplericeincreased
by 82 percent and that of pulses by 81 percent,
during this period (Hossain and Bayes 2010).
There has been a general increase of prices
from 2007. Between January 2007 and June 2008,
the FAO’s FPI jumped from 134.0 to 224.8. It
peaked at 237.9 in February 2011 (Marktanner
and Noiset 2013). Many analysts conclude that
“food prices are expected to remain high and
volatile” (FAO 2011: 20). Between January and
April 2014, food pricesincreased by 4 percent
interrupting sustained declining trendsin food
prices observed since August 2012. Prices re-
main in sight of their all-time peak, some 16
percent, below their historical record in August
2012. Increasing weather concerns and import
demand-and, arguably, to a lesser extent, un-
certainty associated with the Ukraine situation-
explain most of the price increases. These in-
creases have taken place despite bumper crops
in 2013 and continued projections of record
grain harvests and stronger stocks that was ex-
pected for 2014. Domestic prices saw their usual
fluctuations, with grain pricesremaining mostly
stable between January and April 2014 (World
Bank 2014). According to the World Bank (2015),
food prices decreased by 14 percent between
August 2014 and May 2015. Factors that are
pushing down the internatioal food prices (in-
ter-alia) are cheap oil (attributed to abundant
global suppliesof food in 2014 and prospects of
abumper crop for wheat, maizeand ricein 2015).
Theagriculture and food sector continueto ben-
efit from less expensive chemical fertilizer, fuel
and transportation costs brought on by the pre-
viousyear'soil price declines, with food prices
holding steady despite recent oil price hikes.
Between August 2014 and May 2015, wheat pric-
es plunged by 18 percent, rice prices dropped
by 14 percent and maize prices declined by 6
percent. Uncertaintiesremain, however, with the
arrival of El Nino, the appreciation of the U.S.
dollar and the recent increase in oil prices po-
tentially having an impact on food pricesin com-
ing months. However, most food pricesin South
Africahave risen consistenly.

In times of recession there should beafocus
on price mavenism. In other words, there should
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be a desire to be informed about marketplace
prices in order to transmit such information to
other people. This idea is supported by Feick
and Price (1987), who show that some consum-
ers can be described as “market mavens’ be-
cause of their desire to be informed about the
marketplace so that they can transmit informa-
tion to others. Price mavenism can therefore be
defined as“the degreeto which anindividual is
asourcefor priceinformation for many kinds of
products and placesto shop for the lowest pric-
es, initiates discussions with consumers, and
responds to requests from consumers for mar-
ketplace price information (Lichtenstein et a.
1993: 235). One of the objectives of this paper
was to make some of our students“ market ma-
vens’ so that they don’t only help their fellow
students to survive in a recession but aso to
help their friends’ and familiestoo. Theremain-
der of the paper containts the objectives, the
methodology, the results, the discussion, the
recommendations and the conclusion.

Objectivesof the Paper

The objectives of this paper are to compare
the prices (over eighteen years and within ayear)
in South Africa; to determine the reasonsfor high
prices (if indeed they were high); to test the hy-
pothesisthat pricesare generally higher inrural
and semi-rural areas as compared to urban ar-
eas, and to attempt to make some of our stu-
dentsinto “market mavens’.

METHODOLOGY

Using alongitudina study, the researcher com-
pared the prices of 45 household itemsover an 18
year period in the Mthatha area, Eastern Cape,
South Africa. Thisis an extension (or continua-
tion) of aresearch conducted in 1992 and pub-
lished in Development Southern Africa (1995:
135-141) by the principal researcher (Rajkaran
1995). The first part of the research involved
collecting the prices of 45 household items in
Mthatha, Butterworth, East London, Queen-
stown, Port Elizabeth, Port Shepstone and Dur-
ban. Third year students were used to collect
the data in Mthatha (March 2010) as a way of
introducing them to research. A student assis-
tant was used to collect the data in June and
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September in Mthatha and also in Butterworth
and Queenstown. The researcher collected the
datain East London, Port Elizabeth, Port Shep-
stone and Durban. The data in Mthatha was
collected in March, June, September and Decem-
ber 2010. However, due to cost and time con-
straints, the collection of datain other areaswas
done only once. The data collection instrument
was tested in 1992. All data collected were re-
corded on spreadsheets. The data were analysed
using spreadsheets and a hand-held calculator.

Thispaper hasthefollowing limitations: First-
ly, direct comparisons cannot be made as pric-
ing studiesare different in nature. For example,
the sameitems (and quantities) are not included
in other studies. Secondly, the use of third year
students to collect data cannot be totally reli-
able. However, thisparticular limitation was con-
trolled because data collected were checked
against those of a class leader and the principal
researcher. Therewereregular interactionswith
students during the data collection stage. Third-
ly, the price of someitems, were on special and
would therefore distort some comparisons.
Fourthly, there was some reliance on newspa-
pers for the background of the paper and for
some comparisons. However, an attempt was
made to use information from experts (econo-
mists, organizations, researchers) rather than
relying onjournalistsonly. Finally, the quantity
of some items changed in 2010 as compared to
1992. For example, tomato sauce has changed
from 750ml to 700ml; bath soap from 150g to
125g and holsum from 250g to 125g. Despite
these limitations, the main objectives of the pa-
per have been achieved.

RESULTS
Price Changesin 2010 (Mthatha)

The following items, inter-alia, sliced bread
(whiteand brown), milk (both freshandlong-life),
tea, coffee, milo, margarine, butter, sugar, cold
drinks, cereal, flour (both bread and cake), maize
meal, samp, eggs, frozen chicken, mince, cooking
oil, rice, dried beans, tin fish, tomato sauce, tooth-
paste, bath soap, toilet rolls, washing powder, dish-
washing liquid, jik and candleswerein the survey
or trolley. Both branded and unbranded itemswere
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considered as customers choose both depending
on their circumstances. Items surveyed included
those purchased by both middleincome and lower
incomegroups. InMarch 2010 atrolley of 45items
cost R727.39 in Mthatha. Thiswasthe average of
three supermarkets. The same itemsin June 2010
cost R765.33. Thisisanincrease of R37.94 or 5.2
percent. In September 2010it wasR782.20 (R54.81
or 7.5%) and in December, the same year, it was
R798.09 (R70.70 or 9.7%). InMarch 2011 it was
R860.65 (adifferenceof R133.26 or 18.3%). Some
basic reasons for these increases are the increas-
ing cost of energy (that is fuel and electricity);
rising supermarket costs; rising cost of fertilizer,
rising packaging costs, pricefixing and uncompet-
itivebehavior (Hall 2009; Jikaand Sokopo 2009;
Sapa2009) .

Table 3: Price changes of ten food items in 2010
(actual closest to average)

Item March June Septe-  Decemr
mber ber

Brown bread R3.99 RA4.35 R499 R6.79
(dliced)

Long life milk  8.99 10.99 10.49 8.99
1 litre

Glen tea 13.49 12.10 11.99 11.99
(tagless) 250 g

Margarine 9.99 12.99 11.99 11.49
5009

Cake flour 16.49 16.59 15.95 15.99
25kg

Mealie mea 11.69 10.99 11.99 9.49
25kg

Samp 25kg 1250 11.49 1149  10.89

Tastic rice 24.99 23.39 24.99 22.49
25kg

Dried beans kg 14.49 14.49 11.99 14.99

Of thetenitems, asshownin Table 3, only one
increased consistently, viz. brown bread. One
would have thought, at the minimum the price of
brown bread should have remained consistent.
Most other items gradually increased and then
decreesed. Glenteadecreased fromR13.49inMarch
to R11.99to September and December. Other items
that decreased from March to December (but not
consistently) are: cake flour, mealie meal, samp,
dried beansand tastic rice. In March theten items
cost R127.57; then decreased to R125.37 in June,
thenincreased to R127.26 and finally decreased to
R123.10in December.
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Table 4: Price changes of ten non-food items in
2010

Item March June Septe-  Decem-
mber ber

Candles (pack R12.99 R12.95 R11.99 R12.69
of six)

Jik 750 ml 14.99 14.95 1499 1199

Sunlight dish-  18.59 18.99 18.99  19.89
washing
liquid 750 ml

Surf 1 kg 21.99 21.99 2299 20.99

Lux soap 5.50 5.20 5.95 4.45
1009

Toilet rolls 2.95 229 219 295
(cheapest)

Vim 500 g 12.89 15.20 16.99 1349

Sunlight soap 8.49 7.89 6.99 7.99
5009

Aquafresh 7.99 6.99 829 7.89
toothpaste
100 g

Table4 indicatesthe price changes of ten non-
fooditemsin 2010.

Of theten non-food itemsin Table 4 only one,
that isdishwashing liquid, increased from R18.59
(March), to R18.99 (June and September) and then
to R19.89 (December). Mot items actually de-
creased between March and December (candles,
jik, surf, lux soap, sunlight soap, aquafresh tooth-
paste). Only two items (vim and stay soft fabric
softener) increased between March and Decem-
ber. Toilet rallsinitialy decreased in priceand then
increased to the same amount as in March. The
ten non-food items cost R133.37 in March; they
increased by avery small amount to R133.40; in-
creasing again dightly to R134.36 before decreas-
ingtoR130.28.

May 1992 Compar ed to June 2010

InMay 1992, thesame45itemscost R220.91. It
isimportant to notethat the quantity of someitems
were adjusted by marketers. For example, lux soap
has changed from 1259 to 100g; tomato saucefrom
750ml to 700 ml and holsum from 500g to 125g;
baked beans from 425g to 410g and tin fish in to-
mato 4259 to 400g. My records do not show a
resultant decrease in price because of a quantity
decrease. If wecomparethe45itemsof June2010
where the cost was R765.33, then there has been
anincreaseof R544.42 or 246 percent over aperi-
od of 18 years. Thismust be compared with infla-
tion and the consumer priceindex. Someitemshave
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increased by over the average of 246 percent. This
issummarizedinTable5.

Table 5: Items with a percentage difference of
246 percent and more (highest to lowest)

Items % Exceeds

difference  average

of 246 %
by
Vim 500 g 663 417
Candles pack of 6 (cheapest) 646 400
Frisco coffee 750 g 456 210
Leg of Mutton kg 439 193
Lux soap 100 g 437 191
Sta Soft fabric softener 2 litre 383 137
Jik 750 ml 366 120
Choice butter 500 g 323 77
Margarine brick 500 g 295 49
Milo 500 g 293 47
Pronutro 750 g 291 45
Sunlight dishwashing liquid 291 45

750 ml

Dried beans kg 290 44
Beef mince kg 283 37
Tin fish in tomato 400 g 279 33
Sunglight soap 500 g 275 29
Long life milk 1 litre 255 9
Eggs large dozen 254 8
Brown bread (sliced — cheapest) 253 7

Table 5 showsthat vim, candles, coffee, mut-
ton, soap and fabric softener exceeded the aver-
ageincrease of 246 percent by morethan 100 per-
cent. Vimand candles, which are purchased by the
poor exceeded the average by over 400 percent. It
was pleasing to note that tin fish, brown bread,
eggs, and bread exceeded the averageincrease by
lessthan 35 percent, whichisactualy arelief for
the poor. Other items have increased in price by
293 percent and more. Thisisshownin Table6.

Table 6: Some items with a percentage difference
of 293 percent and more

Item % difference
500g Vim 663
Pack of 6 candles (cheapest) 646
7509 Frisco coffee 456
Kg leg of mutton 439
100g Lux soap 437
2 litre Sta soft fabric softener 383
750ml Jik 366
500g Choice butter 323
500g Margarine brick 295
500g Milo 293




Ascan beobserved from Table 6 itemsmain-
ly purchased by the poor, that is candles and
vim haveincreased by 646 percent and 663 per-
cent. Food items that have increased by more
than 300 percent include butter, mutton and cof-
fee. Table 7 shows items with a percentage dif-
ference of 253 percent or more.

Table 7: Items with a percentage difference of
253 or more

Item % difference
Brown bread sliced 253
Dozen eggs large 254
Litre long life milk 255
500g laundry soap 275
Tin fish in tomato 400g 279
Kg beef mince 283
Kg dried beans 290
750ml dishwashing liquid 291
750g Pronutro 291

Table 7 showsthat bread, milk, pronutro, mince,
canned fish and dried beans have increased by
more than 250 percent. Of the 19 items, shownin
Tables6and 7, 12 arefood items. Of thefood items
five (brown bread, eggs, tin fish in tomato, milk
and sugar beans) can be regarded as basic food
products purchased by poor households. It is
shocking to seethat brown bread (253%) and milk
(255%) are among the items that have had very
high prices. Thefirst twoitemsin Table 5, namely
vim and candles, are normally purchased by poor
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households. These comparisons show that food
items were not exempt from huge price increases
over the years.

1992 PricesCompared to 2016

IN2016 abasket of 45 itemscost R1 134.60 as
compared to R220.18in 1992 and R743.05in 2010.

The total costs for 45 items increased by
R522,87 (237%) in2010and R914.42 (415%) in 2016
ascompared to 1992. Table8 givesamoredetailed
pictureof how individua priceschanged from 1992
t02010and to 2016.

Table 8 showsthat the poor arethe hardest hit
with price increases. Dried beans increased by a
staggering 1749 percent; followed by mealiemedl,
625 percent; brown bread and tinned fish by 563
percent respectively; and eggs by 521 percent.
Other itemsthat have increased by more than 400
percent include margarine, white bread, samp and

eggs.

Increasein Non-food Itemsin the Period 1992,
2010 and 2016

Table 9 shows how non-food items have in-
creased in the period 1992 as compared to 2010
and 2016.

When comparing 1992 to 2010 candles, lux
soap, vim, stasoft fabric softener, jik and sunlight
dishwashing liquid; one sees the prices of such
itemsincreased by over 300 percent. Between 1992
and 2016 the above items and sunlight soap in-

Table 8: Individual price changes of ten selected food items from 1992 to 2010 and to 2016 (Average of three

supermarkets)
Items 1992 2010 2016 % change 2010 % change
compared to 1992  2016compared
to 1992
Dried beans kg 171 14.32 31.62 737.4 1749.1
Mesdlie med 2,5 kg 3.40 11.22 24.66 230.0 625.3
Brown bread (sliced) 600 g 132 4.32 R8.76 227.3 563.6
Tin fish in tomato 400 g 243 10.38 16.12 327.2 563.4
Eggs (large) doz. 384 15.93 23.86 314.9 521.4
Samp 2,5 kg 3.99 12.33 23.66 209 492.9
White bread (dliced) 600 g 157 533 9.26 239.5 489.8
Margarine 500 g 3.03 10.92 16.99 260.4 460.7
Cake flour 2,5 kg 6.04 15.79 23.12 161.4 282.8
Long life milk 1 litre 3.09 9.29 10.99 200.7 255.7
Tastic rice 2,5 kg 8.02 2344 27.48 192.3 242.7
Glen tea (tagless) 250 g 821 13.49 21.32 64.3 159.7
Total R46.65 R146.76 R237.84
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Table 9: Price changes of non-food items for the period 1992 as compared to 2010 and 2016

Items 1992 2010 2016 % change 2010 % change
compared to 1992 2016 compared

to 1992
Colgate toothpaste 100 ml 332 7.99 9.92 140.8 198.8
Aqua fresh toothpaste 100 mi 344 8.03 10.09 133.4 193.3
Lux soap 100 g 1.09 5.56 6.36 410.1 483.5
Toilet rolls each (cheapest) 0.85 264 3.69 210.6 334.1
Surf kg 7.65 21.64 28.66 182.9 274.6
Omo kg 7.49 20.94 32.99 179.6 340.5
Sta Soft fabric softener 2 litre 557 27.59 32.66 395.4 486.4
Sunglight soap 500 g 2.08 829 12.91 298.7 520.7
Vim 500 g 2.07 10.33 20.32 399 881.7
Sunlight dishwashing liquid 750 ml 4.51 18.18 24.66 303.1 446.8
Jik 750 ml 3.10 14.81 16.42 377.8 429.7
Candles pack of 6 (cheapest) 1.74 13.66 17.32 685.1 895.4
Total 42.91 159.66 216.00

creased by over 400 percent. Candles, vim and
sunlight soap increased by 895.4 percent, 881.7
percent and 520.7 percent respectively. Theseitems
aremainly purchased by poor people.

Mthatha PricesCompared To Surrounding
Areasin 2010

Mthatha prices are higher compared to East
London, Port Elizabeth, Queenstown, Port Shep-
stoneand Durban. Theseareasareintwo provinc-
esin SA that is the Eastern Cape and KwaZulu
Natal. Port Shepstoneand Durban arein KwaZulu
Natal, theremaining towng/citiesareinthe Eastern
Cape). Table 10 compares Mthatha (where there-
searcher is based) prices to surrounding areas.

The pricesof Butterworth are higher than they
arein Mthathaby 4.3 percent. Durban (the biggest
city in this study) isthe lowest, followed by East
L ondon and Port Elizabeth.

Table 10: Mthatha prices compared to surrounding
areas

Area Total Differe- Percentage
cost of nce as difference
45 items comp-  ascompared
ared to Mthatha
to Mthatha
Mthatha R798.09 - -
Butterworth R832.48 +R34.39 +4.3
East London R765.33 -R32.76 -4.1
Queenstown R779.25 -R18.84 -0.5
Port Elizabeth R777.97 -20.12 -2.5
Port Shepstone R796.48 -R1.61 -0.2
Durban R758.46 -R39.63 -4.9
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Durban PricesCompared To SurroundingAreas
in 2010

Table 11 compares the Durban prices to sur-
rounding aress.

Table 11: Durban prices compared to surrounding
areas

Area Total Differe- Percentage
cost of nce as difference
45 items comp-  ascompared
ared to Mthatha
to Mthatha
Mthatha R798.09  +R39.63 +5.2
Butterworth R832.48 +R74.02 +9.8
East London R765.33 +R6.87 +0.9
Queenstown R779.25 +R20.79 +2.7
Port Elizabeth R777.97 +R19.51 +2.6
Port Shepstone R796.48 -R38.02 +5.0
Durban R758.46 - -

Ascanbeseenin Table 11, Mthathais high-
er than Durban by R39.63 (5.2%); and Butter-
worth is the highest by R74.02 (9.8%). Thisis
followed by Port Shepstone (5%), Queenstown
(2.6%), Port Elizabeth (2.6%0). East London (0.9%).
What this reveals is that the further consumers
arefrom the main centres, the morethey will pay
for goods.

DISCUSSION

The results of this study showed that in 2010
prices in Mthatha and Butterworth were higher
than they werein Durban (lowest), Port Shepstone,
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Port Elizabeth, Queenstown and East London. Al-
thoughitisdifficult to find exact pricing papersto
makeeffectivecomparisons, anatempt will bemade
to make some comparisons. The Sunday Times(13
February 2011) reported on one such comparison.
The prices of similar items (but not al) asin this
paper, wasgathered in January 2010 (Reuters2011).
Table 12 shows a comparison of the prices be-
tween Mthatha, East L ondon, Port Elizabeth (this
paper) and those of the Sunday Times (common
items only, but not the same brand in al cases).

From Table 12, Durban prices were till the
lowest, even when compared with the Sunday
Timesstudy. Fiveout of tenitemswerecheaperin
Durban. One possible reason for the differenceis
that the same brands were not used in these stud-
ies. Some groups (Congress of SA Trade Unions,
The Black Sash, The Children’s Resource Centre
and the Catholic Commission for Justiceand Peace)
have called for rising food prices to be checked
and even called for the nationdization of basic
food production, including milk and bread (Sapa
2009). Thisgroup hasalso madeacall for profiteer-
ing from basic food products to be made illegal.
According to the researcher’s persona opinion,
he doesn’t think they will succeed in the current
economic and political climate.

According to the National Agricultural Mar-
keting Council (NAMC 2010), different food groups
showed varying price changes. For example: sug-
ar, sweet and desserts, food and other food prod-
ucts showed the largest price increases in 2010
compared to 2009. The prices of these products
increased by: 5.8 percent, 4.1 percent and 3.7 per-
cent, respectively. The fish and milk; cheese and
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egospriceindicesincreased by 2.7 percent and 2
percent respectively from2009t0 2010. Thevege
table priceindex showed that vegetable pricesin-
creased by 1.2 percent. In the same period, meat
priceincreased by 0.53 percent . However, oilsand
fatsdecreased by 5.3 percent and bread and cereal
products decreased by 1.6 percent . In the period
January 2007 to January 2008 the price of milk
increased by 32 percent, brown bread 19 per-
cent, mealie meal 22 percent, samp 23 percent,
rice 24 percent and breakfast oats 27 percent
(Manuel 2008). Globally there was a sharp in-
creasein the prices of sugar and vegetable oils,
but therewasadecreasein dairy products. How-
ever, cereal and meat products remained un-
changed (FAO 2017). Thereisample evidence
inthispaper andin theliteraturethat priceshave
increased over the years.

Severd factorshave contributed to theincreas-
es. In the crop sector such factors included ad-
verseclimatic conditionsthat resulted in poor har-
vests in many parts of the world, export restric-
tions, developmentsin thebio-fuelsindustry (Aké
2017; Roser and Ritchie 2017) and low stock-to-
useratiofor many cereals. Theoveral priceindex
of the FAO of the United Nations (UN) increased
by 33 percent year-on-year; from January 2010to
January 2011. Food prices started to rise signifi-
cantly from June2010 (NAMC 2010), threemonths
after the survey of this study. Other agricultural
factorsthat have resulted in higher pricesinclude:
the price of machinery and implements showed
the biggest increase of 16.4 percent; animal feed
price increased by 16.2 percent; fuel prices in-
creased by 4.2 percent; only fertilizer prices de-

Table 12: Ten items of this paper compared to the Sunday Times — 2010

Items Mthatha East London Port Elizabeth Durban Sunday Times
White bread (sliced) R6.42 R5.34 R7.09 R6.66 R7.47
Five Roses tea bag 100s' R22.82 R22.49 R22.98 R21.99 R19.40
2 litre fresh milk R14.64 R16.14 R15.48 R11.99 R16.40
500g margarine R12.16 R12.99 R11.76 R10.36 R15.50
2.5 kg cake flour R16.16 R14.72 R16.76 R16.66 R14.60
2.5 kg maize meal R9.92 R10.79 R8.92 R11.32 R10.80
2.5 kg white sugar R18.62 R20.42 R18.51 R16.86 R17.00
Whole chicken kg' R28.99 R23.99 R27.66 R20.66 R23.99
2kg tastic rice’ R21.49 R21.89 R21.99 R22.99 R20.80
2 litre coke’ R12.49 R13.24 R13.49 R13.12 R12.50
Total R163.71 R162.01 R164.64 R152.61 R158.46

NB Brands were not the same in many cases
“Exact items in both study
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creased by 4.1 percent (NAMC 2010:i). Thepro-
ducer priceindex (PP!) for selected materials used
in food manufacturing process showed the fol-
lowing trends between 2000 and 2010 from highest
to lowest: plastic bottles 151.3 percent; gas and
water 148.8 percent; electricity 134.4 percent; pe-
troleum and cod products 126 percent; tinplate by
102.2 percent; kraft paper by 74.6 percent; and
finally corrugated cardboard boxes by 60.8 per-
cent (NAMC 2010: ii).

Inflation, on the other hand, is falling glo-
bally, according to Johann Els, a senior econo-
mist at Old Mutual Investment (Hazelhurst 2012).
South Africawaslagging in theinflation reduc-
tion because of rising food and energy prices.
Asthingsare, theglobal trend of lower inflation
along with amore stable Rand would eventual ly
work through to domestic prices. Els predicted
that South Africa’sfood inflation would peak in
thenext six monthswhile overall inflation would
peak within four months (Hazelhurst 2012).
South Africacould expect aslight drop in prices
from June 2012, if Els predictions are correct.
However, thishas not materialized. Morerecent-
ly, inflation on the Pietermaritzburg Agency for
Community Social Actions (PACSA) food bas-
ket averaged 12.5 percent for the period Septem-
ber 2016 to June 2017 (PACSA 2017).

Consumers are paying at least 14 percent
morefor abasket of food than ayear earlier (2015)
after the worst drought in decades contributed
tolower agricultural output, research shows. The
price of staplessuch asa25kg bag of maize meal
hasjumped 22.3 percent to R212,98 from R174.15
in June 2015, the food basket barometer of PAC-
SA (PACSA 2016) shows. Wandile Sihlobo, head
of economic and agribusinessintelligenceat Ag-
biz, said maize was abasic food for South Afri-
cans, who consume an average of 10.5 million
tons annually. In June 2016, the NAMC food
barometer found that from May 2015 to May
2016 the price of abasic food basket increased
by 16 percent. The council’s basket consists of
22 items, including oranges per kilogram, 400g
of peanut butter, 5kg of maize meal, beef chuck
per kilogram, 62.5g of Ceylon tea and atin of
baked beans (410g) (NAMC 2016). The PACSA
findings also reflect double-digit percentagein-
creases year on year for eggs, beef and polony.
A tray of 30 eggsis 10.9 percent more expensive
than the R35.74 it cost last year. A 1kg pack of
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beef costs 17.2 percent more, and for 2.5kg pol-
ony, consumers are paying 19.3 percent more
than they did in the previous year. Canned fish,
chicken piecesand chicken feet are cheaper than
12 months ago. However, Julie Smith, research
and advocacy co-ordinator at PACSA, said the
anticipated reduction in chicken prices follow-
ing theimport of bone-in chicken asaresult of a
firmer preferential trade agreement with USearli-
er in 2016 was not yet reflecting on the barome-
ter. The biggest jump on the barometer was for
spinach. Households that bought four bunches
of spinach a month pay on average 108.7 per-
cent more—R30.57, compared to R14.65 ayear
ago (Speckman and Tshandu 2016). According
to the PACSA Monthly Food Price Monitor
(2016) the year on year food basket increased
by R222,12 (13.3%) from R1 670,20 (May 2015)
toR1 892,31 (May 2016). The pricesof all foods
went up in the period November 2015 to June
2017 (PACSA 2017). Thereis, therefore, sufficient
evidence that food prices are increasing. Only
the prices of afew food items are decreasing.

The hardest hit by high food prices are the
poor (FAO 2008, De Hoyosand Medvedev 2009,
Martinez and Arango 2017). As stated by En-
gel’slaw, low income househol ds spend alarger
fraction of their budgets on food items than do
high income households. This asymmetric de-
terioration of real income poses considerable
risksto political stablility and haslikely contrib-
uted substantially to recent anti-government
upheaveal s around the world (Schneider 2008).
However, rising prices, especially of food do have
some benefits. They encourage food production
and makeit easier for African countriesto produce
and export more food. In countries where a high
proportion of thepoor livein rural areas, they may
benefit if they are ableto increase production, es-
pecialy of food (Manuel 2008). Higher food prices
areasigna for farmersto produce more (Purchase
2011). Mosunkutu (2008) states that South Afri-
cans in the suburbs, townships and rural areas
should all start producing their own food to coun-
teract high prices. High food pricesthat harm con-
sumers tend to raise farm income (Swinnen and
Squicciarini 2012).

CONCLUSON
This paper shows that prices have increased

over theyears. Pricesincreased not only national -
ly but internationally. The main reasons for the
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priceincreases, anongst others, have been climat-
ic changes, increases in energy costs (fuel and
electricity), anti-competitive behaviour, rising pro-
duction and packaging costs, inflation, fluctuat-
ing exchange rates. Increase in machinery and
equipment costs, increasein fertilizersprices, prof-
iteering and anincreasein the number of peoplein
themiddle classhave also contributed to that state
affairsin costs. Morerecently priceincreaseshave
been as a result of the drought in South Africa
Notwithstanding the negative impact, high food
prices have on consumers, they encourage food
production, especially for African countries; and
they tend to raisefarmincome. Thisisthepositive
aspect of this phenomenon.

RECOMMENDATIONS

The following are recommended for develop-
ing economies. The first is global partnerships
which are imperative to overcome the challenges
of high prices. The others are the introduction of
effective social assistance programmes, such as
safety nets to prevent people from getting into
poverty. On the part of investors, this study rec-
ommendsthat international aid agenciesand fund-
ing organisations commit resources toward the
production of food items. There should be more
investment inagriculture, especidly inscienceand
technology. On the side of consumption, the utili-
zation of food products (especially staples) for bio-
fuels must be controlled and/or bio-fuel policies
must be revised and, governments must promote
the development of food gardens by private
households. All forms of wastage must be elimi-
nated or atleast limited.
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