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	Impact Evaluation Report 2017

	Performance of the South African Poultry Industry

	

	The assessment employs the case study method for two largest and one smallest broiler meat producers in South Africa (Rainbow Chicken Limited, Astral Operations as well as Sovereign Foods) following the tariff support provided by ITAC in 2013.

	

	

	

	


Overview
The poultry industry is the largest segment of the South African agricultural sector, contributing more than 16 per cent of the sector’s share of gross domestic product. It provides employment, directly and indirectly, for about 138 000 people throughout its value chain and related industries. 

However, low-priced poultry imports and rising costs of production have posed major problems for the domestic industry, especially in recent years. Some small and medium sized producers have been forced to shut down. Certain large producers have reduced their workforce and forecast further job losses. 

In light of this, the International Trade Administration Commission of South Africa (“ITAC”) increased the general rate of customs duty in September 2013.
 The aim of the tariff support is to enable the poultry industry to recapture the domestic market, retain and create jobs. 

This study gauges performance with respect to progress made on the utilisation of the support against these objectives. The realisation of these policy objectives remains critical in ensuring that ITAC’s trade instruments are efficiently and effectively utilised towards the realisation of the NDP and NGP targets.

Rainbow Chicken Limited (RCL) and Astral Operations are the largest two vertically integrated firms, accounting for almost half of the broiler meat production in South Africa. Sovereign Foods is the smallest vertically integrated producer. Key highlights of the study are presented below. The subsequent 

section follows with a detailed discussion of RCL, Astral Operations and Sovereign Foods
· There has been positive growth in the consumption of poultry meat as a source of protein. This presents an opportunity for the poultry industry to produce more so as to bridge the local demand-production gap. Moreover, taking advantage of the rapidly growing exports in Africa to address underutilisation is essential for expanding and sustaining domestic production and employment
· Despite the tariff support, imports are landed on South African market at prices below domestic ex-factory prices (except for Astral). The level of the tariff support could be too low to prevent imports. It should also be noted that the import tariffs imposed in 2013 did not apply to the EU because of the TDCA between South Africa and the EU. 
· Input sourcing contributed to differences in performance between RCL, Astral Operations and Sovereign Foods. Broiler feed costs, which constitute about 60-70 per cent of total production costs have been increasing, putting pressure on margins and competitiveness, especially when part of it has to be sourced internationally. The long-term cost competitiveness of the industry depends on low cost supplies of maize and soya.
· One of the reasons for import penetration is that overseas players make their margins on fresh fillet meat and sell the bone-in portions (which are not in high demand in overseas markets) at costs that simply cover the logistics cost of shipping the meat to export destinations.
The Impact of Customs Duty Increase on Poultry in South Africa: The Case of Rainbow Chicken Farms
Introduction

Considering its pivotal role in the economy, particularly employment and food security, and after rigorous assessment and consultation with the relevant stakeholders, ITAC increased the general rate of customs duty in September 2013 on frozen meat and edible offal of chicken such as carcasses with all cuts removed, whole bird, boneless cuts such as chicken breasts, offal such as necks and feet and the bone-in portions such as thighs, wings and drumsticks, classifiable under tariff subheadings 0207.12.20, 0207.12.90, 0207.14.10, 0207.14.20 and 0207.14.90, respectively.
  The duty on carcasses increased from 27 per cent to 31 per cent ad valorem, while for whole bird it was raised from 27 per cent to 82 per cent, 27 per cent to 30 per cent for offal, 5 per cent to 12 per cent for boneless cuts, and 220c/kg to 37 per cent for other bone-in portions.  RCL is one of the beneficiaries of this support. The firm is located in Westville, Durban and is the largest producer in the SACU region.  

The aim of the tariff support is to enable Rainbow Farms to retain and create jobs, increase its investment and competitiveness, as well as stimulate production down the value chain.

This study gauges performance with respect to progress made on the utilisation of the tariff support against the above-mentioned policy objectives. 
Analytical framework

The effectiveness of a trade instrument provides an indication of the extent to which the stated objectives have been or can be expected to be fulfilled during the defined period. This   study is an opportunity to examine the effectiveness of the tariff support provided to the poultry industry, aimed at ensuring greater domestic production, investment, employment, value addition and competitiveness.

Whether or not tariff support to Rainbow Farm has made a positive impact depends on the extent to which the support has resulted in increased domestic investment, employment, value addition and competitiveness after the support was given compared to the period before the support, using firm-level data.

Domestic Production
Rainbow Farms chicken production consist of both “Demand driven” chicken and “Consequential” chicken. The Demand driven chicken, mainly in the format of Nine-Piece Cut (NPC) bone-in portions, represents consistent demand from KFC, Nando’s and Chicken Licken at a stable margin. However, given the specific weight range targeted by the Demand driven customers and bell curve dynamics associated with growing birds, RCL does generate significant “Consequential” volume, mainly in the format of Individually Quick Frozen (IQF) bone-in portions. The Consequential chicken is sold through retail and wholesale channels at significant losses due to an oversupplied market, resulting from excess cheap imports. The essence of the tariff support is on the Consequential chicken to help move volume and to be able to compete with the cheap import pricing.

Evidence shows that the provision of tariff support has seen a gradual shift from the production of more Consequential chicken to that of Demand driven chicken in Rainbow Farms.
 The share of production of Demand driven chicken to total production increased from 38 per cent in 2012 to 47 per cent in 2015 while the proportion of Consequential chicken declined by 9 per cent over the same period  (Figure 1). Rainbow Farms has been reducing bird volumes slaughtered (or Consequential chicken) to match its Demand driven demand, an indication that the tariff support has not been able to limit the significant oversupply of Consequential chicken.

Had it not been for the significant decline in the production of Consequential chicken since 2014, which has not been replaced fully by the increase in the production of Demand driven chicken, Rain Farms would have grown its total production volume by 9 per cent on average (or gained an additional 75 million kg) since the provision of the tariff support (between 2014 and 2015).

However, total production of Rainbow Farms declined by 34.1 million kg (or 9 per cent) in 2014 and 0.3 per cent (or 986 012kg) in 2015. And this is because despite the decline in the production of Consequential chicken, the volume remained 35 per cent and 12 per cent higher than that of Demand driven chicken volume in 2014 and 2015 respectively. 

In line with slower growth in production volume, there was a decrease in production utilisation capacity during the period of support than before the support.
 The Rainbow Farm has accumulated an additional 8 million kg on average per month in capacity utilisation after the support (Figure 2). In particular, the production lines are operating below full capacity.
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This cast some doubt regarding the sustainability of the local manufacturer following the notable shift from Consequential chicken production to Demand driven chicken production experienced since the provision of the support.

Exports

Rainbow Farms exports its product mainly to Africa and Middle East. 

Export volumes still account for a marginal share of total sales in Rainbow Farm. Despite the rand’s weakness, the share of output exported has been on a downward trend, decreasing from 2.5 per cent in 2010-2011t to 1.1 per cent in both 2012-2013 and 2014-2015.
 On average, export volumes declined by almost 50 per cent from 6.7 million kg prior to support to 3.7 million kg after the support, driven by BLNS countries (figure 3). 

However, exports to other African countries have grown rapidly, accounting for over 26 per cent of total company’s exports after support compared to 3 per cent before the support. Taking advantage of the rapidly growing exports to other African countries to address underutilisation in Consequential chicken production) in Rainbow Farms is essential for expanding and sustaining domestic production.
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Investment

In analysing investment it is important to not do so in isolation. Comparing the position of the firm before and after the support, Figure 4 shows that real growth in total investment and net profit has declined following a sharp decline in sales. 

Consistent with figure 4; domestic sales declined to 4.5 per cent and 2.8 per cent in 2014 and 2015 respectively from 12.2 per cent and 9.4 per cent in the preceding years. This together with a less than desirable increase in profit introduces some elements of uncertainty into the market, discouraging further investment into plant and machinery as well as building.
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It should however be noted that the decrease in sales and net profit was in Consequential chicken production and not Demand driven category. As a matter of fact, the company has not made a positive contribution margin from Consequential chicken production since 2010, which essentially means that every additional kilogram actually costs the company money to process. And for every chicken slaughtered there is a Consequential amount of offal, and hence the low level of investment by the company could be driven by underutilisation in Consequential production.  

Employment

Despite a 4.7 per cent loss of post-support production, Rainbow Farm has created 525 additional direct employment from a total of 7 493 employees in 2012-2013 to 8018 in 2014-2015 (Figure 5), All these new jobs were among the youth between the age 18-35. Had it not been for a loss of 339 jobs among the adults, a total of 864 employment gains would have been made following the provision of the tariff support. 

A further examination of the data shows that these new jobs could be driven by output growth in Demand driven chicken category, seeing that more than half of these jobs (289 to be precise) were created in 2015 when the highest growth (10.7 per cent) in Demand driven chicken production was recorded.

[image: image5.png]12000 Youth employment

10000 | MTotal employment
8000
6000
4000
2000

2012 2013 2014 2015




Meanwhile, the 74:26 employment ratio of unskilled versus skilled explains the labour intensive nature of production in Rainbow Farm.

Value addition

Value added by manufacture indicates the approximate value created in the process of production, that is, the contribution of manufacturing establishments to the value of finished manufactured products. Value added is computed by subtracting the sum of the cost of material inputs from the total value of products, which can be expressed as:
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Figure 6 indicates that there has been a marginal improvement in total domestic value addition since the imposition of customs duties. The domestic value addition increased from an average of 24.6 per cent in 2012-2013 (before the support) to 29.3 per cent in     2014-2015 (after the support), equivalent to a 4.7 per cent increase. 
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Competitiveness

Total factor productivity growth means that a firm is improving its competitiveness whilst growing its output. Productivity is therefore one of the measures of competitiveness. It demonstrates how efficiently (or inefficiently) a firm is using its resources to produce quality products, and is expressed as the ratio of production output to cost incurred in producing it. 
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Figure 7 shows that Rainbow Farm’s overall competitiveness deteriorated as witnessed by a decline in total factor productivity before and after the support. However, the rate of decline after the support was moderate compared to before. On average, total factor productivity declined by 4.6 per cent compared to 8.7 per cent before the support. This translates into less output per worker after the support        (42 221 kilograms) than before the support (48 220 kilograms).

The decline in total factor productivity may partly be explained by the fact that total production costs (at 0.3 per cent), though lower compared to before the support (particularly material costs, 70 per cent of which are sourced locally), grew faster than production volume which contracted after the provision of the support (figure 8).
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As already pointed out, the preferred and most affordable chicken products consumed in SACU are bone-in portions (HS 0207 14.90) sold as IQF products knows as braai packs. It represents the largest percentage of total production (over 74 per cent) and accounts for the biggest share of imports into SACU. However, South Africa continued to experience huge imports despite the imposition of customs duties. 

After decreasing by 10 per cent in 2013 when the customs duty was imposed, total imports of bone-in portions grew at 8.5 per cent (over 12 million kilogram) and 59 per cent (or 93 million kilogram) in 2014 and 2015 respectively. Netherlands, UK, Brazil, Germany and Belgium were the largest importers of this product into South Africa, accounting for over 70 per cent of total imports into the country. However, Brazil, Spain, Belgium and France became the fastest growing importers into the country in 2015, while imports from other EU countries showed a decreasing trend (Figure 9). 
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In 2015, imports from Brazil alone grew at over 700 per cent from negative 64 per cent, 45 per cent and 9 per cent in 2014, 2013 and 2012 respectively. The resurgence in imports of the product into the country from Brazil in 2015 could be due to the withdrawal of temporary tariff duties imposed in 2012. Similarly, it is also important to note that in February 2015 ITAC imposed anti-dumping duties against Germany, the United Kingdom and the Netherlands, which could explain why we witnessed negative import growth from these countries in that year.

A further introspection of data shows that on average, imports are landed on South African market at prices below Rainbow’s ex-factory prices for all products (see Figure 10).
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Conclusion

After examining the performance of Rainbow farms in respect of the progress made in the utilisation of the tariff support against set government objectives, the following conclusions are reached:

· Taking advantage of the rapidly growing export markets in African countries to address underutilisation in Rainbow Farms, particularly in Consequential chicken production, is essential for expanding and sustaining domestic production, employment and competitiveness.                             

· Had it not been for a sharp decline in sales particularly in Consequential chicken, investment could have improved. Investment is a long term decision that requires a high level of certainty in the market which the firm does not seems to be getting at the moment. 

· Marginal gains were made in domestic value addition.

· While the imposition of customs duties has reduced the level of imports from Netherlands, UK, and Germany, the flow of import origin has been re-directed to other EU countries, particularly, from Belgium, Spain and France, undermining the benefits that could have been realised from the support. 

On average, imports are landed on South African market at prices below Rainbow’s ex-factory prices. In this circumstance, tariff support alone may be inadequate to resolve many of the challenges faced by firms and poultry industry

The Impact of Customs Duty Increase on Poultry in South Africa: The Case of Astral Operations
Introduction

As was the case with Rainbow Farms, Astral Operations also benefitted from ITAC’s increased general rate of customs duty in September 2013 on various chicken products. The firm is located in Gauteng and is a leading poultry manufacturer in the SACU region.  

The tariff support is aimed at achieving the objectives of domestic output, investment, employment, equity, value addition and competitiveness as set out in the New Growth Path (NGP) as well as the Trade Policy and Strategic Framework to which the Commission is bound. This study gauges performance with respect to progress made on the utilisation of the tariff provision against the above-mentioned policy objectives. 

Whether or not tariff support to Astral Operations has made a positive impact depends on the extent to which the support has resulted in  increased domestic investment, employment, value addition and competitiveness after the support was given compared to the period before the support, using firm-level data.

Domestic Production

Total chicken volume slaughtered by Astral Operations has grown since the provision of the tariff support. Figure 1 shows that the firm increased its average annual domestic output from 387 million kilograms before the support to 438 million kilograms after the support (a cumulative growth of more than 4 per cent). 

The sharp contraction in output in 2013 was an indication that ITAC’s intervention became necessary. After losing 19.7 million kilograms in 2013, the firm immediately recovered fully, with 3.7 million kilograms gains in output in 
2014. This has even increased further to    67.8 million kilograms (or 16.8 per cent) in 2015.
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In line with rapid growth in production volume, there was an increase in production utilisation capacity during the period of support than before the support.
 
Investment

Astral Operation has invested an additional      R205 million (or 7.5 per cent of the total investment) since the period of the support. Comparing the position of the firm before and after the support, Figure 3 shows that growth in investment and profit (net) has increased significantly following a sharp increase in sales. In 2015 alone, 
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Domestic sales increased on average by 20.7 per cent during 2014-2015 compared to 6.8 per cent and 6.3 per cent in 2011-2012 and/or 2012-2013 respectively. This together with a desirable increase in profit introduces some certainty into the market encouraging further investment after the provision of the tariff support. In 2015 alone, Astral Operations grew its net profit by more than 800 per cent to R599 million from R62 million in 2014.

Employment

The provision of the tariff support has contributed to the employment of 1 570 additional people in Astral Operations from 7 932 in 2010 to 10 524 in 2015 (Figure 4).
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Figure 4 shows that employment almost always responds positively to changes in domestic production after the provision of the tariff support, hence any improvement in the current level of employment would need to sustain the current increase in volume.

Value addition

Value added by manufacture indicates the approximate value created in the process of production, that is, the contribution of manufacturing establishments to the value of finished manufactured products. Value added is computed by subtracting the sum of the cost of material inputs from the total value of products.
Figure 5 indicates that there has been an improvement in total domestic value addition since the imposition of customs duties. The domestic value addition increased from an average of 37 per cent in 2012-2013 (before the support) to 41.4 per cent in 2014-2015 (after the support), equivalent to a 11.9 per cent increase. 

Moreover, this firm sourced all its inputs locally, and hence there is no imported value addition.
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Competitiveness

Total factor productivity growth means that a firm is improving its competitiveness whilst growing its output. Productivity is therefore one of the measures of competitiveness. It demonstrates how efficiently (or inefficiently) a firm is using its resources to produce quality products, and is expressed as the ratio of production output to cost incurred in producing it. 
Figure 6 shows that Astral Operations competitiveness deteriorated as witnessed by a decline in total factor productivity before and after the support. However, the rate of decline after the support was moderate compared to before. On average, total factor productivity declined by 2.3 per cent compared to 11.5 per cent before the support. This translates into a marginal increase in output per worker after the support (55 271 kilograms) than before the support (49 207kilograms).
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The decline in total factor productivity may partly be explained by the fact that total production costs (driven by direct labour and related costs) grew faster than production volume after the provision of the support (figure 7).
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Conclusion

After examining the performance of Astral Operations in respect of the progress made in the utilisation of the tariff support against set government objectives, the following conclusions are reached:

· The firm has made inroads in terms of employment by creating   1 570 additional jobs. A further     5 per cent increase in output each year could see the firm doubling this performance by 2018.
· The support has enabled the firm to recover from a loss of about R200 million in 2013 to record a net profit of more than R60 million in 2014. In 2015 alone, annual profit has increased exponentially by an additional R536.6 million.
· The increase in investment, owing to the tariff support, has provided for additional capacity for future increase in production volume.
· Gains are realised from greater domestic value addition and competitiveness. The support gave the firm a form of protection it needed in the current face of uncompetitive export pricing with the EU and Brazil. 
The Impact of Customs Duty Increase on Poultry in South Africa: The Case of Sovereign Foods
Introduction

As was the case with Rainbow Farms and Astral Operations, Sovereign Foods also benefitted from ITAC’s increased general rate of customs duty in September 2013 on various chicken products.. The aim of the tariff support is to enable Sovereign Foods to retain and create jobs, increase its investment and competitiveness, as well as stimulate production down the value chain.

This study gauges performance with respect to progress made on the utilisation of the tariff provision against the above-mentioned policy objectives. The realisation of these policy objectives remains critical in ensuring that ITAC’s trade instruments are efficiently and effectively utilised towards the realisation of the NDP and NGP targets

The effectiveness of a trade instrument provides an indication of the extent to which the stated objectives have been or can be expected to be fulfilled during the defined period. Whether or not tariff support to Sovereign Foods has made a positive impact depends on the extent to which the support has resulted in increased domestic investment, employment, value addition and competitiveness after the support was given compared to the period before the support, using firm-level data.

Domestic Production

The provision of the tariff support has seen an improvement in domestic production following contractions in 2012 and 2013. After losing 6.8 million kilograms in 2012 and 2013, Sovereign Foods immediately recovered 4.5 million kilograms (or 66.6 per cent) between 2014 and 2015, leaving a total of 2.3 million kilograms yet to be recovered. 

The firm could have achieved more volumes and recovered fully had the sharp increase in output witnessed in 2014 been sustained in 2015. Nonetheless, had it not been for the tariff support the firm would have lost more in volumes. 
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Consistent with Figure 1, The Sovereign Foods has accumulated an additional 173 275 kilograms on average in capacity utilisation after the support (Figure 2). In particular, the production lines are operating below full capacity.

Investment

Astral Operation has invested an additional      R205 million (or 7.5 per cent of the total investment) since the period of the support. Comparing the position of the firm before and after the support, Figure 3 shows that growth in investment and profit (net) has increased significantly following a sharp increase in sales. 
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Domestic sales increased on average by 20.7 per cent during 2014-2015 compared to 6.8 per cent and 6.3 per cent in 2011-2012 and/or 2012-2013 respectively. This together with a desirable increase in profit introduces some certainty into the market encouraging further investment after the provision of the tariff support. In 2015 alone, Astral Operations grew its net profit by more than 800 per cent to R599 million from R62 million in 2014.

Employment

After shelving 191 jobs in 2012 and 2013, the Sovereign Foods managed to retain 133 jobs following the provision of the tariff support in 2014 and 2015 (30 per cent of which are youth under the age 18-35), leaving a total of 58 jobs yet to be recovered. On average, total employment declined from 765 in 2011 to 707 in 2015 (figure 4).
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Had the increase in the volume of production recovered in 2014 been sustained, Sovereign Foods could have recovered fully jobs that were shelved before the provision of the tariff support.

Meanwhile, the 5:95 employment ratio of unskilled versus skilled explains the capital intensive nature of production in Sovereign Foods.

Value addition

For a variety of reasons, greater domestic value addition has not been realised since the tariff support was provided. Domestic value addition lowered marginally from 33.20 per cent in 2012-2013 (before the support) to 33 per cent in 2014-2015 (after the support) (figure 5).
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The decline in the domestic value addition was partly due to a sudden increase in the imported input costs, particularly in 2014 and 2015, owing to the recent weaker rand. Over the period of support, the total cost of imported material grew by more than 50 per cent on average compared to 30 per cent before support (figure 6). 

Competitiveness

Figure 7 shows that Sovereign Foods competitiveness deteriorated as witnessed by a decline in total factor productivity before and after the support. However, the rate of decline after the support was moderate compared to before. On average, total factor productivity declined by 8.9 per cent compared to 13.3 per cent before the support. This translates into a marginal increase in output per worker after the support (154 543 kilograms) than before the support (154 072 kilograms).
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The decline in total factor productivity may partly be explained by the fact that total production costs grew faster than production volume before and after the provision of the tariff support (figure 8).
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Conclusion

After examining the performance of Sovereign Foods in respect of the progress made in the utilisation of the tariff support against set government objectives, the following conclusions are reached:

· The firm could have achieved more volumes and recovered fully the lost volumes before support had the sharp increase in output witnessed in 2014 been sustained in 2015. Nonetheless, had it not been for the tariff support the firm would have lost more in volumes.
· The increase in sales, together with a desirable growth in profit encouraged further investment after the provision of the tariff support.
·  The increase in investment, owing to the tariff support, has provided for additional capacity for future increase in production volume.
· The firm was able to retain 133 jobs after the support was made available. Had the increase in the volume of production recovered in 2014 been sustained, Sovereign Foods could have recovered the remaining 58 of the 191 jobs lost before the support.
· The decline in the domestic value addition was partly due to a sudden increase in the imported input costs, particularly in 2014 and 2015, owing to the recent weaker rand.

Conclusion and policy recommendations

Rainbow, despite the provision of tariff support remains in a precarious state. Astral on the other hand has done very well looking at employments gains, profit increases and increase in production. This could be explained by the fact that while Astral Operations sourced all inputs domestically (and therefore has not suffered significant price increases in input), Rainbow (Sovereign Foods) imports over 30 per cent (10 per cent) on average of its total input.

Drawing on this, one is tempted to say that customs duties in this case do not choose losers or winners. Consequently, what is it that contributed to the difference in performance is input sourcing. 
This is true considering that broiler feed costs, which constitute about 60-70 per cent of total production costs have been increasing, putting pressure on margins and competitiveness. Hence, the long-term cost competitiveness of the industry depends on low cost supplies of maize and soya.
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Figure 1: Total domestic, Demand driven and Consequential chicken





Figure 2: Production capacity utilization





Figure 3: Total exports and sales





Figure 4: Total investment, sales and net profit





Figure 5: Total number of employees





Figure 6: Domestic value addition





Figure 7: Total factor productivity growth





Figure 8: Real growth in costs and output





Figure 9: Total imports of bone-in portions





Figure 10: Average landed price into SA of bone-in portions, and RCF weighted ex-factory selling prices





Figure 1: Total domestic manufacture





Figure 2: Production capacity utilization





Figure 3: Total investment, sales and net profit





Figure 4: Total number of employees





Figure 5: Domestic value addition





Figure 6: Total factor productivity growth





Figure 7: Growth in costs and output
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Figure 6: Growth in Domestic and imported input costs





Figure 7: Total factor productivity growth





Figure 8: Growth in costs and output








� It is also important to note that anti-dumping duties on bone-in chicken against USA that were imposed in 2000 have been maintained through sunset reviews in 2006 and 2012. Further anti-dumping duties were also imposed against Germany, the United Kingdom and the Netherlands in 2015.


� Of the 5 products, the bone-in cuts represents the largest percentage (over 74 per cent). According to the firm, bone-in cuts are regarded as “lower value” products in developed countries. The white meat is consumed in developed countries while the bone-in cuts (“brown meat”) are exported to SACU in large quantities at prices.


� However, one would have expected that tariff protection would, by raising the price of imports, have allowed Rainbow to sell more consequential chicken.


� Production utilisation capacity is actual production divided by production capacity or maximum quantity a firm can produce with its machine and labour.


� The rand’s weakness has come at an opportune time, though prolonged depreciation will increase the cost of imported inputs and equipment, expanding barriers to entry and expansion.


� South Africa is however the biggest chicken consumer per capita on the continent, excluding Mauritius. In due course, Africa is expected to become the home of the global poultry market. As Africa develops, and these opportunities are realised, more and more chicken will be eaten.


� Production utilisation capacity is actual production divided by production capacity or maximum quantity a firm can produce with its machine and labour.
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		2012		2012		2012

		2013		2013		2013

		2014		2014		2014

		2015		2015		2015



Total production

Total material cost

Direct labour and related cost

2.5445719355

20.2230049136

3.4397465058

6.620722997

15.9420777734

8.0439298386

-9.133868976

-1.9585887508

1.1440564684

-0.2909392961

1.744967947

7.3417135468



Notes

		N otes

		1		Assumed GDP @ 2% 2010 to2015

		2		Assumed Import Supply @ 10% of demand which we believe the level should be to ensure that the market is not oversupplied - REFER IMPORTED LEG QTRS GRAPH BRLOW

		3		The Increase in Labour during the period 2014 to 2016 was as a result of recruiting employess that were previously employed by Labour Brokers (Outsourced Labour)

		4		With the restructure of the Rainbow Chicklen business, Animal Feed was stripped out of the Rainbow Chicken business.  As a result a R220/ton margin is now included in 2016 and 2015 (restated) results.  Note that 2014 and prior has not been restated





All Products D+C

		

				RCL Food

										ANNEXURE A

		Data framework for impact assessment

		No		Items		2010		2011		2012		2013		2014		2015		2016 (3)		Notes

		1		Domestic demand (Mil birds per week)		18.6		18.9		19.3		19.7		20.1		20.5		20.5		1

		2		Domestic supply (Mil birds per week)		16.8		17.1		17.4		17.8		18.1		18.5		18.5		1

				Import supply (Mil birds per week)		1.8		1.8		1.9		1.9		2.0		7.7		7.7		2

		3		Unit selling price (ex-factory), weighted average		14.96		15.88		16.45		17.84		19.98		21.63		22.95

		4		Production capacity		305,633,333		324,383,333		356,516,667		440,083,333		440,083,333		440,083,333		110,020,833

		5		Total production (volume)		338,513,484		341,132,858		349,813,229		372,973,394		338,906,493		337,920,481		94,726,028

		6		Total sales (volume)		367,308,248		360,972,300		390,757,000		394,210,006		367,782,163		349,155,563		86,433,006

		7		Total sales (value, R)		5,495,620,000		5,731,293,817		6,429,419,644		7,033,279,828		7,349,496,123		7,552,907,950		1,983,310,753

		8		Total cost		5,261,522,797		5,526,070,890		6,392,547,592		7,171,419,098		7,173,781,267		7,408,490,203		2,051,047,491

				Input cost		3,444,757,315		3,605,354,543		4,334,465,569		5,025,469,441		4,927,041,162		5,013,016,451		1,415,710,454		4

				- imported		1,148,054,310		1,202,526,351		1,456,601,930		1,836,807,327		1,881,703,619		1,547,174,799		643,717,595

				- domestically sourced		2,296,703,006		2,402,828,192		2,877,863,639		3,188,662,114		3,045,337,543		3,465,841,652		771,992,860

				Direct labour & related costs		379,916,604		408,142,400		422,181,464		456,141,445		461,359,961		495,231,688		134,539,759

				Utilities		148,876,394		172,356,840		194,778,677		208,917,537		209,754,106		226,257,677		59,187,863

				Repair & maintainance		56,054,652		82,046,562		81,236,458		81,697,294		74,516,340		80,101,085		22,012,340

				Plant depreciation		32,434,204		40,557,144		49,912,684		54,351,201		62,619,626		54,621,215		12,015,785

				Other costs (list and populate)		1,199,483,627		1,217,613,401		1,309,972,740		1,344,842,180		1,438,490,073		1,539,262,087		407,581,289

				Other Production		98,394,963		85,412,096		144,426,635		124,691,556		115,305,891		124,759,134		24,352,788

				Freight		310,959,625		319,948,924		306,124,040		376,941,560		380,335,111		397,921,893		101,451,677

				Commision		101,519,615		128,370,984		131,995,027		61,821,782		78,747,101		123,649,071		41,862,419

				Warehousing cost		190,063,648		158,548,000		164,613,876		217,588,684		218,986,836		222,875,427		56,511,616

				Selling Admin & HR		74,211,112		62,452,455		75,985,427		71,309,015		74,135,226		74,186,808		19,023,850

				Marketing		96,534,480		105,807,319		109,689,723		118,651,490		125,364,391		123,869,995		29,050,930

				Admin Costs		327,800,185		357,073,623		377,138,012		373,838,093		445,615,518		471,999,759		135,328,010

		9		Profit (net)		234,097,203		205,222,927		36,872,052		-138,139,269		175,714,856		144,417,747		-67,736,738

		10		Total investment (R), yearly accumulation		877,045,004		974,878,326		1,066,304,421		1,262,455,754		1,253,235,194		1,257,437,565		1,263,381,344

				Plant and machinery		511,559,364		554,529,450		600,518,880		740,741,310		737,604,895		723,884,282		720,666,272

				Building		365,485,640		420,348,876		465,785,541		521,714,444		515,630,299		533,553,283		542,715,072

		11		Total export (R)		162,837,029		182,388,012		142,713,028		75,992,715		64,768,389		81,157,020		20,709,052

				Volume		15,987		216,402		178,551		368,968		960,955		1,051,928		301,582

				Value		286,434		4,502,970		4,973,987		7,634,457		18,047,126		21,201,605		7,607,248

				Destination (Excl BLNS)		(Africa)		(Africa)		(Africa)		(Africa)		(Africa)		(Africa & Middle East)		(Africa & Middle East)

		12		Total Employment						7,437		7,550		7,874		8,162		8,066		3

				Permanent Employees						5,508		5,247		5,946		6,395		6,549

				Casual Employees						1,928		2,303		1,928		1,767		1,517

				Casual Employees % Movement								19%		-16%		-8%		-14%

				Senior management						8		6		8		9		9

				Middle management						212		171		165		207		250

				Junior staff						5,288		5,070		5,774		6,179		6,290

				Male						2,933		2,756		3,194		3,403		3,423

				Female						2,575		2,491		2,752		2,992		3,127

				Youth (age, 18-35)						1,841		1,692		2,365		2,897		3,020

				Black						3,635		3,632		4,318		4,666		4,748

				White						400		326		315		344		388

				Indian						173		148		155		178		200

				Coloured						1,300		1,141		1,159		1,208		1,213

				Skilled						1,521		1,360		1,479		1,682		1,854

				Unskilled						3,987		3,887		4,467		4,713		4,695

		13		Total wage

				Senior management

				Middle management

				Junior staff

				Male

				Female

				Youth (age, 18-35)

				Black

				White

				Indian

				Coloured

				Skilled

				Unskilled

		14		Supply side measures

				Reseach and development

				Skills development and training (R mil)						7.2		7.0		7.8		8.0		2.4

				Upgrading machinery & equipmt. (R)						54,325,528		223,251,306		123,308,445		117,792,239		29,455,623

				Other (list and populate)





Demand driven

										ANNEXURE A

		Data framework for impact assessment

		No		Items		2010		2011		2012		2013		2014		2015		2016 (3)

		1		Domestic demand (Mil birds per week)

		2		Domestic supply (Mil birds per week)

				Import supply (Mil birds per week)

		3		Unit selling price (ex-factory), weighted average						2,219.26		2,403.74		2,563.35		2,714.08		2,870.57

		4		Realisation % Movement								8.3%		6.6%		5.9%		5.8%

		5		Volume  % Movement								-0.5%		5.8%		5.4%

		6		Total sales (volume)						148,692,230		147,877,978		156,433,341		164,905,044		43,582,250

		7		Total sales (value, R)						3,299,862,991		3,554,596,990		4,009,940,119		4,475,650,953		1,251,060,654

		8		Total cost						2,911,515,753		3,174,186,185		3,562,347,693		3,991,674,996		1,161,750,149

				Input cost						2,074,823,968		2,299,179,965		2,518,721,441		2,788,186,801		832,131,544

				- imported						697,246,880		840,349,475		961,933,764		860,522,282		378,366,716

				- domestically sourced						1,377,577,088		1,458,830,490		1,556,787,677		1,927,664,520		453,764,827

				Direct labour & related costs						87,308,648		82,314,734		95,190,585		114,264,835		31,683,311

				Utilities						24,730,073		13,566,933		14,030,212		17,557,670		4,697,523

				Repair & maintainance						21,324,459		16,748,868		14,662,568		16,162,190		4,990,171

				Plant depreciation						24,089,707		23,172,408		30,975,656		30,090,724		8,026,153

				Other costs (list and populate)						679,238,897		739,203,278		888,767,231		1,025,412,777		280,221,448

				Other Production						284,789,274		314,589,418		349,538,844		397,015,465		108,981,957

				Freight						119,057,434		139,882,237		154,161,459		170,471,521		45,155,147

				Commision						51,335,365		22,941,936		31,918,610		52,971,816		18,632,552

				Warehousing cost						64,021,452		80,746,713		88,762,066		95,480,831		25,152,767

				Selling Admin & HR						9,492,504		11,966,863		15,527,045		13,977,547		86,612

				Marketing						11,485,067		15,960,413		25,006,525		27,587,101		10,031,315

				Admin Costs						139,057,800		153,115,698		223,852,682		267,908,496		72,181,098

		9		Profit (net)						388,347,238		380,410,805		447,592,426		483,975,957		89,310,505

										388,347,238		380,410,805		447,592,426		483,975,957		89,310,505

										- 0		- 0		0		- 0		- 0





Consequential

										ANNEXURE A

		Data framework for impact assessment

		No		Items		2010		2011		2012		2013		2014		2015		2016 (3)

		1		Domestic demand (Mil birds per week)

		2		Domestic supply (Mil birds per week)

				Import supply (Mil birds per week)

		3		Unit selling price (ex-factory), weighted average						12.93		14.12		15.80		16.70		17.09

		4		Realisation % Movement								9.2%		11.9%		5.7%		2.3%

		5		Volume  % Movement								1.8%		-14.2%		-12.8%

		6		Total sales (volume)						242,064,770		246,332,028		211,348,821		184,250,519		42,850,755

		7		Total sales (value, R)						3,129,556,653		3,478,682,838		3,339,556,004		3,077,256,997		732,250,100

		8		Total cost						3,481,031,839		3,997,232,912		3,611,433,575		3,416,815,207		889,297,343

				Input cost						2,259,641,601		2,726,289,476		2,408,319,721		2,224,829,650		583,578,911

				- imported						759,355,049		996,457,852		919,769,855		686,652,517		265,350,879

				- domestically sourced						1,500,286,551		1,729,831,624		1,488,549,866		1,538,177,132		318,228,032

				Direct labour & related costs						334,872,817		373,826,712		366,169,376		380,966,853		102,856,448

				Utilities						170,048,604		195,350,604		195,723,894		208,700,008		54,490,340

				Repair & maintainance						59,911,999		64,948,426		59,853,772		63,938,895		17,022,169

				Plant depreciation						25,822,976		31,178,793		31,643,970		24,530,491		3,989,633

				Other costs (list and populate)						630,733,843		605,638,902		549,722,842		513,849,310		127,359,842

				Other Production						-140,362,639		-189,897,863		-234,232,953		-272,256,331		-84,629,170

				Freight						187,066,606		237,059,323		226,173,652		227,450,372		56,296,530

				Commision						80,659,662		38,879,846		46,828,491		70,677,255		23,229,866

				Warehousing cost						100,592,423		136,841,971		130,224,770		127,394,596		31,358,850

				Selling Admin & HR						66,492,923		59,342,152		58,608,181		60,209,261		18,937,237

				Marketing						98,204,656		102,691,078		100,357,866		96,282,894		19,019,615

				Admin Costs						238,080,212		220,722,395		221,762,835		204,091,264		63,146,913

		9		Profit (net)						-351,475,186		-518,550,074		-271,877,571		-339,558,211		-157,047,243





Output

														15,447,456

				Share of dd in total sales volume						38.1		37.5		42.5		47.2

				Share of consequential in total sales vol.						61.9		62.5		57.5		52.8

														-34,066,901		-986,012

						2010		2011		2012		2013		2014		2015

				Demand driven chicken production						133,112,162		139,911,596		144,151,295		159,598,751

				Consequential chicken production						216,701,067		233,061,798		194,755,198		178,321,730

				Total production		338,513,484		341,132,858		349,813,229		372,973,394		338,906,493		337,920,481

										2.5445719355		6.620722997		-9.133868976		-0.2909392961

												361,393,312		338,413,487

								0.77		2.54		6.62		-9.13		-0.29

												5.11		3.03		10.72

												7.55		-16.44		-8.44

												6.33		9.73		9.58		9.66

												372,973,394		409,275,848		448,472,511

														36,302,454		39,196,663

														75,499,116

						2010		2011		2012		2013		2014		2015

				Production capacity		305,633,333		324,383,333		356,516,667		440,083,333		440,083,333		440,083,333

				Utilisation capacity		110.76		105.16		98.12		84.75		77.01		76.79

				Underutilisation		-32,880,151		-16,749,525		6,703,437		67,109,939		101,176,840		102,162,852

														8,431,403		8,513,571





Output

		



Demand driven chicken production

Consequential chicken production

Total production



Export

		



Utilisation capacity

Underutilisation

Underutilisation (g)

Utilisation capacity (%)



Investment

								17.9171549923		20.8083086201		27.8574603968		20.691390585		18.7804121347		20.1549914725

								2010		2011		2012		2013		2014		2015

						Exports volume (excl BLNS)		15,987		216,402		178,551		368,968		960,955		1,051,928

						Exports value (excl BLNS		286,434		4,502,970		4,973,987		7,634,457		18,047,126		21,201,605

						Total exports (value)		162,837,029		182,388,012		142,713,028		75,992,715		64,768,389		81,157,020

						Total exports volume (Incl. BLNS)		9,088,331		8,765,153		5,122,973		3,672,673		3,448,720		4,026,646

						Eports (g)		9,088,331		8,765,153		5,122,973		3,672,673		3,448,720		4,026,646

						Sales (g)		367,308,248		360,972,300		390,757,000		394,210,006		367,782,163		349,155,563

						Export/sales ratio		2.47		2.43		1.31		0.93		0.94		1.15





Investment

		



Exports volume (excl BLNS)

Total exports volume (Incl. BLNS)

Export/sales ratio

Exports to BLNS and other Africa (g)

Export/sales ratio



Employment

		

						2010		2011		2012		2013		2014		2015

				Investment		877,045,004		974,878,326		1,066,304,421		1,262,455,754		1,253,235,194		1,257,437,565

				Net profit		234,097,203		205,222,927		36,872,052		-138,139,269		175,714,856		144,417,747

				Sales		5,495,620,000		5,731,293,817		6,429,419,644		7,033,279,828		7,349,496,123		7,552,907,950

				Growth

						2011		2012		2013		2014		2015

				Investment		11.2		9.4		18.4		-0.7		0.3

				Net profit		-12.3		-82.0		-474.6		-227.2		-17.8

				Sales		4.3		12.2		9.4		4.5		2.8

								Before support		After support

						Investment		13.9		-0.2

						Net profit		-278.3		-122.5

						Sales		10.8		3.6





Employment

		



Before support

After support



value addition

								113		324		289		612

								-149		672		532		1,205

						2012		2013		2014		2015

				Total employment		7,437		7,550		7,874		8,162		289

				Youth employment		1,841		1,692		2,365		2,897

						24.7580601106		22.4161766451		30.0343493131		35.4934860545

						7,493		8,018

								525

						1,767		2,631

								864

				skilled		1,521		1,360		1,479		1,682		1,511		26.1612442886

				Unskilled		3,987		3,887		4,467		4,713		4,264		73.8387557114

														5,774





value addition

		



Total employment

Youth employment



Competitiveness

		

										Total to company

						2010		2011		2012		2013		2014		2015

				Ex-factory selling price		14.96		15.88		16.45		17.84		19.98		21.63

				Total Material cost (domestically sourced)		2,296,703,006		2,402,828,192		2,877,863,639		3,188,662,114		3,045,337,543		3,465,841,652

				Total Material cost (imported)		1,148,054,310		1,202,526,351		1,456,601,930		1,836,807,327		1,881,703,619		1,547,174,799

				Total material cost		3,444,757,315		3,605,354,543		4,334,465,569		5,025,469,441		4,927,041,162		5,013,016,451

				Total production		338,513,484		341,132,858		349,813,229		372,973,394		338,906,493		337,920,481

				Material cost per unit		10.18		10.57		12.39		13.47		14.54		14.83

				Value addition		31.99		33.44		24.69		24.48		27.25		31.42

								Growth

								Total material cost		20.22		15.94		(1.96)		1.74

								Ex-factory		3.63		8.43		12.00		8.25

										Demand driven chicken production

														2,311.50		2,638.72

								Ex-factory selling price		2,219.26		2,403.74		2,563.35		2,714.08

								Total Material cost (domestically sourced)		1,377,577,088		1,458,830,490		1,556,787,677		1,927,664,520

								Total Material cost (imported)		697,246,880		840,349,475		961,933,764		860,522,282

								Total material cost		2,074,823,968		2,299,179,965		2,518,721,441		2,788,186,801

								Total production		133,112,162		139,911,596		144,151,295		159,598,751

								Material cost per unit		15.59		16.43		17.47		17.47

								Value addition		99.30		99.32		99.32		99.36

										Consequential chicken production

								Ex-factory selling price		12.93		14.12		15.80		16.70

								Total Material cost (domestically sourced)		1,500,286,551		1,729,831,624		1,488,549,866		1,538,177,132

								Total Material cost (imported)		759,355,049		996,457,852		919,769,855		686,652,517

								Total material cost		2,259,641,601		2,726,289,476		2,408,319,721		2,224,829,650

								Total production		216,701,067		233,061,798		194,755,198		178,321,730

								Material cost per unit		10.43		11.70		12.37		12.48

								Value addition		19.35		17.17		21.74		25.30

										2012		2013		2014		2015

								Total value addition		24.69		24.48		27.25		31.42

								Consequential value addition		19.35		17.17		21.74		25.30

								Demand driven value addition		99.30		99.32		99.32		99.36





Competitiveness

		



Total value addition

Consequential value addition

Demand driven value addition



		



Value addition



		

												Total to company

								2010		2011		2012		2013		2014		2015

				Total production				338,513,484		341,132,858		349,813,229		372,973,394		338,906,493		337,920,481

				Total material cost				3,444,757,315		3,605,354,543		4,334,465,569		5,025,469,441		4,927,041,162		5,013,016,451

				Direct labour cost				379,916,604		408,142,400		422,181,464		456,141,445		461,359,961		495,231,688

				Total production cost				3,824,673,919		4,013,496,943		4,756,647,033		5,481,610,886		5,388,401,123		5,508,248,139

				Factor productivity				0.0885078025		0.0849964167		0.0735419776		0.0680408373		0.0628955576		0.0613480861

								2012		2013		2014		2015

				Productivity growth				-12.9		-6.5		-7.0		-2.3

				Growth

								2012		2013		2014		2015

				Total production				2.5		6.6		-9.1		-0.3

				Total material cost				20.2		15.9		-2.0		1.7

				Direct labour and related cost				3.4		8.0		1.1		7.3

				Total production cost				18.5		15.2		-1.7		2.2

										Before support		After support

								Factor productivity		-9.7		-4.6





		



Factor productivity



		



Total production

Total material cost

Direct labour and related cost



After support

After Support
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