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Board Team Sees Strong Partnerships in Africa
Our arrival in the country in March 2009 was fraught with delays and complications and we spent as much time in traffic as we did in meetings, but in a place where USW's support can help a major mill increase capacity by 700 percent in less than a decade, our visit was anticipated, appreciated, and probably overdue. We had arrived in Lagos, Nigeria, the first stop in a two-week USW Board Team visit across the African continent that would take us on to South Africa, Kenya, and finally Egypt. 

Nigeria is currently the third largest wheat export market for U.S. producers and the top export market for U.S. HRW. USW's in-country service office in Lagos and a long-term commitment to technical training and exchanges have combined to build strong Nigerian loyalty to U.S.-origin wheat. Yet Nigeria has tremendous untapped potential for increased milling capacity and, along with continued purchases of HRW, an interest in increasing consumption of other U.S. wheat classes, particularly hard white (HW). It is crucial to continue strengthening our commitment to this important partnership. 

That commitment to building lasting trade partnerships – coupled with USW’s long-standing presence throughout the African continent – has earned U.S. wheat a reputation for high quality and reliability. However, the preferences of millers and bakers we met are not always enough to ensure our competitive position. Many of the countries we visited produce a limited domestic supply of wheat and local crop size inevitably determines import volume. Consumer tastes and such local staple crops as maize and cassava also pose challenges to increasing wheat consumption. 

In South Africa, U.S. wheat quality is praised for its milling strength and because, unlike their primary source of imported wheat from Argentina, there is a steady supply of U.S. wheat all year long.  Kenyan millers also prefer the high quality of U.S. wheat, and USW is working through local industry contacts to help Kenyan consumers diversify their palettes. Partly as a result, Kenyan wheat consumption is growing, but only slowly. Continuing applied tariffs of ten percent or $50 per metric ton on wheat imports exacerbate existing market challenges. Ideally, the Kenyan government will find a way to eliminate these tariffs while providing local farmers with an adequate safety net. Egypt continues to be a top performing market for U.S wheat exports, but purchases are declining as government policies favor domestic wheat and lower-priced wheat from other origins.  

We concluded our African journey as other visitors have – with a sense of both the vast potential and the numerous challenges. USW's history in the region has helped create the strong relationships that are the very foundation of our past, present, and future market success. We thank all of our hosts in Nigeria, South Africa, Kenya, and Egypt for their loyalty and their insight. We look forward to many more years of continued partnership and collaboration.


USW Protects Critical Nigerian Wheat Market (HRW)
Nigeria represents an export market for U.S. wheat producers from the Great Plains to the Southeast worth more than $820 million in 2007/08. To protect the majority market share in Nigeria, Foreign Agricultural Service cooperator U.S. Wheat Associates (USW) maintains a strategy of aggressive trade servicing in Nigeria, including frequent meetings with flour milling procurement and technical managers. This effort keeps Nigerian millers well informed about the quality, price, and availability of all classes of U.S. wheat. In the face of heavy pressure from the Nigerian government to keep flour prices artificially low, millers have not turned away from U.S. wheat to cheaper, lower quality wheat from other sources.


Nigeria is the top U.S. wheat customer for 2005/06
The marketing year ended May 31 and, for the first time ever, Nigeria was the number one customer for U.S. wheat, importing 3.04 million metric tons, a 20 percent increase over sales last year. Japan, who held the top position last year, came in slightly behind this marketing year, at 2.97 MMT.  The other "million plus" customers of U.S. wheat were, in order: Mexico (2.56 MMT); Iraq (2.34 MMT); Philippines (1.68 MMT); Egypt (1.18 MMT); Korea (1.14 MMT); and Venezuela (1.08 MMT). The EU-25 countries, as a whole, imported 1.48 MMT of U.S. wheat.

For the year, the U.S. commercially exported 25,320,100 metric tons of wheat, down 1.25 MMT (5 percent) from last year, impacted by higher export prices for every class of U.S. wheat. The total U.S. wheat supply available for export was lower, with 1.46 MMT less wheat produced and slightly higher domestic use.

Hard red winter wheat sales were up 11 percent, and durum sales were 35 percent higher than 2004/05. Hard red spring wheat sales were 10 percent lower, the white wheats were 12 percent lower (hard white comprised 108 TMT of the total 4.3 MMT of white wheat exports), and soft red winter wheat sales were down by 37 percent. 

Sub-Sahara Africa had larger U.S. wheat purchases, thanks mostly to Nigerian buyers. But sales were also up to South Africa, Mozambique, Ghana, and Cameroon. Africa was also the largest U.S. wheat food aid recipient, receiving about 1.08 MMT of wheat -- about 73 percent of all U.S. wheat donations -- through April 30 according to unofficial USDA calculations. Donations to Africa are higher than last year's 963.5 TMT, although U.S. wheat donations worldwide are down about 16 percent so far, with a month of reporting left.


Wheat Industry News
USW opened its office in Lagos five years ago with support from USDA/FAS planning for an emerging growth market.  In 2004/2005 Nigerian sales outpaced the most optimistic goals.  In 2005/2006, Nigeria is the largest importer of U.S. hard red winter wheat, the second largest importer of soft red winter wheat, and the fourth largest buyer of U.S. durum.  For the 2004/05 marketing year, Nigeria rated third in total U.S. wheat imports, following only Japan and Mexico, in 2005/2006, Nigeria is on pace with Japan to be the top export destination for U.S. wheat.  Nigerian imports of U.S. wheat year to date for 2005/2006 are 3.1 MMT, up from 2.5 MMT for the same period of the previous year and more than double wheat imports from the U.S. five years ago. 

USW's strategy to protect market share in Nigeria helped contribute to the continued growth of the Nigerian market and the continued strong U.S. market share, in spite of the fact that Argentina was offering wheat at $60 per metric ton cheaper—cost & freight—than HRW.  Nigeria, which has given U.S. wheat a 90 to 95% market share, is one of the greatest success stories—ever—for U.S. wheat exports. It has a rapidly expanding flour milling industry that is undaunted by a lack of steady electricity, a transportation infrastructure that is yet to be created, and national poverty beyond the understanding of the average American. U.S. Wheat Associates, with offices in Lagos supported by the entire USW/Capetown office, is proud of the support given to Nigerian customers over the past decades and the results that this support has produced.


Addressing Challenges in Nigeria
Nigeria was the U.S. wheat industry’s biggest customer in 2005/2006 by importing more than 3 million metric tons of wheat.   “More than 2.6 million metric tons of that was hard red winter wheat,” says Vince Peterson, vice president, overseas operations, with U.S. Wheat Associates (USW). “That’s about 25 percent of our whole crop.”
 
But even the best markets are dynamic, and Nigeria has its challenges. Higher U.S. prices make Nigerian millers cautious. Under pressure not to raise flour prices, they have slowed imports. In addition, the government has mandated that wheat flour produced in Nigeria must contain 10 percent cassava flour. And competitors like Argentina, Black Sea producers and Canada are trying to compete with us on price.

“But when prices are high, the productive relationship USW tries to build really shines,” says USW President Alan Tracy, who recently traveled to Nigeria with Peterson and USW vice chairman Ron Suppes. Suppes reports USW is working hard to protect this market. They are: 
·	Emphasizing quality and aggressively comparing American and competitive wheat;

·	Educating millers about how to lower costs without changing wheat supply. “One miller told me how USW helped him see hidden costs in the down time it would take to switch to competitive wheat,” Suppes says;  

·	Leveraging their partnership as much as possible. 

Studies show Nigeria is going to need more wheat every year. “After seeing first hand the good will we have there and the commitment to protect the market,” Suppes says, “I’m confident we’ll be selling a lot of hard red winter wheat there for many years to come.”
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Nigerian flour millers face a number of economic challenges this year. USW Vice Chairman Ron Suppes (above) visited Nigeria recently to help millers understand the true value of U.S. wheat. 
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