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1. Introduction 
 
COSATU welcomes and appreciates the Portfolio Committee’s calling these critical 
public hearings and efforts to find ways to address the current challenges and crises 
facing South Africa’s poultry industry. 
 
COSATU’s submission highlights it what it believes are the key objectives that the 
sector needs to achieve, what has brought the sector to the crisis it is now in, its 
impact upon workers and possible intervention measures to resolve these 
challenges. 
 
We hope that these will assist the Portfolio Committee as well as government, 
industry and the intervention task team to address these challenges. 
 
2. Objectives 
 
COSATU’s interests, assessment of the situation and proposed sectoral 
interventions are informed by the following key factors facing its 1.8 million members 
and the working as a whole: 
 

 Jobs: The need to protect and create jobs at all times, more so when one out 
of three workers faces long term unemployment, when it takes workers on 
average two years to find work after losing their job and the economy 
experiences continuous jobless growth and barely grows at 1% per annum. 
 

 Decent work: 47% of workers currently earn below the proposed R20 per 
hour national minimum wage (R18 for farm workers) and South Africa ranks 
as the most unequal nation and has massive levels of poverty. 
 

 Agricultural development and food security: South Africa is fortunate to 
have a relatively well developed agricultural sector.  However it is extremely 
fragile with 50% of farms highly indebted and 33% of emerging farms 
collapsing.  Agriculture is a strategic economic sector and is critical towards 
protecting the sovereignty of the nation and providing its citizens with the 
necessary food security.  Chicken meat is a key protein provider for most 
working class families.  Working class families already battle to provide 
healthy diets for their children. 
 

 Rural development: Most rural development’s economic backbone is the 
agricultural sector.  Simply put, if agriculture collapses those rural towns and 
the various up and down stream sectors will collapse too.  The poultry sector 
is highly concentrated in certain provinces and towns, e.g. Western Cape, 
Gauteng, KwaZulu-Natal and the North West.  The loss of the poultry industry 
would have a devastating impact upon towns such as Worcester and 
Hammarsdale. 
 

 Industrialisation: Key to rebuilding our economy its protecting, nurturing and 
growing our industrial and manufacturing sectors.  Poultry employing 
approximately 1% of our work force is critical to that.  This is more so when 
thousands of jobs were lost post 1994 when tariffs were lifted initially as well 
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as in the past two years when 72 000 jobs were lost in the mining sector etc.  
Central to boosting our industrialiation (and reindustrialisation) and 
manufacturing is to assist industry to find new export markets. 
 

 Government intervention:  Particular attention needs to be given by 
government to supporting emerging farmers and SMMEs as well as 
transforming the composition of industry ownership, e.g. workers’ equity and 
cooperatives. 
 

 Consumer protection: Both jobs and consumer rights must be protected.  
Workers are struggling to survive on their meager wages.  Inflation and in 
particular, food inflation, hit them the hardest.  Industry and in particular, the 
retail sector need to play a progressive role in helping to lower food prices.  
The lowering of food prices does not need to come at the expense of jobs.   

 
3. Factors Leading to the Sector’s Current Status 
 
COSATU believes that the following issues are key factors underpinning the crisis 
facing the poultry sector: 
 

 European Union and United States’ agricultural subsidies and dumping: 
The poultry sector has seen a recent spate of thousands of job losses.  These 
have been linked to a massive growth in chicken imports from Brazil and in 
particular the EU and the US.  Agriculture as a whole is heavily subsidised by 
the state in the EU and the US.  EU agricultural subsidies are estimated at 
R800 billion per annum.  This nearly 80% of South Africa’s entire state 
budget.   
 
These massive subsidies contrast to the lack of state subsidies and support 
provided for the agricultural sector and the rushed lifting of tariffs and other 
protective measures by government after the democratic breakthrough in 
1994.  Our trade agreements are all too often signed from a position of 
weakness on South Africa’s part and to the advantage of the industrialised 
north and their subsidised agricultural sectors. 
 
The recent rise of EU and US chicken imports has been accompanied by a 
trend in dumping with certain meat products that are unpopular in the EU and 
US sold here for below cost prices.  These are subsidised by the higher prices 
received for choice meat products in their domestic markets. 
 

 High local production costs: Local poultry production has been bedeviled 
by high production costs, e.g. the cost of soya and maize for chicken feed with 
these consuming 65% of costs.   
 
The sector, like many sectors of the economy, has been hard hit by the 
continuous exorbitant and far above inflation year after year electricity price 
hikes by Eskom and municipalities.   
 
The same has applied for the massive water tariff hikes by municipalities.  
The sector was also hard hit by the drought.   
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 Lack of investment, planning and coordination: Industry must also take 
blame for the crisis the sector now faces.  There has been a significant lack of 
investment in badly needed machinery to enable the sector to compete with 
the EU, US and Brazil, e.g. machinery to debone meat.  This should have 
been done well in advance, when the dominant players in the sector enjoyed 
booming profits.   
 
Government also needs to accept responsibility for the lack of proactive 
planning and coordination between key policy and economic departments as 
well as the seemingly silent role of the Department of Agriculture, Forestry 
and Fisheries in this current mess.  DAFF needed to have had a plan to 
protect the sector and jobs long ago.  DAFF needs to be at the forefront of 
efforts to save the sector and thousands of jobs now.  Yet we have heard very 
little from DAFF in this regard.  This is similar to DAFF’s silence on 
government’s planned sugar beverages tax and its expected cost of 
thousands of farm and mill workers’ jobs.   We are deeply concerned on 
DAFF’s silence upon the dumping of cheap imports in the local economy. 

 
4. The Impact Upon the Labour Force 
 
The poultry sector employs approximately 48 000 direct and 130 000 indirect jobs.  
That is equal to about 1.5% of the nation’s work force.  With 35% of workers 
unemployed, the average worker supports on average 7 persons.   
 
The poultry industry plays a key economic role in many rural towns and economies, 
particularly in the Western Cape, North West, Gauteng, Mpumalanga and KwaZulu-
Natal.  This felt not only in those rural towns, but also in up and down stream sectors 
and across the retail and hospital sectors. 
 
4.1 Job Losses 
 
Simply put, South Africa cannot afford to lose a single job. 
 
Rainbow Chicken has retrenched 1350 workers in Hammarsdale and announced it 
will sell two thirds of its farms there as well as place workers on reduced time and 
earnings.  Country Bird has shed 2544 jobs.  Others have been placed under 
business rescue.   
 
Further jobs losses of between 27 000 and 48 000 are feared.  Or 1 069 jobs lost for 
every 10 000 tons of chicken imports allowed into the country. 
 
Little data is available upon the informal sector.  However poultry is a key source of 
income generation for many small farmers, hawkers etc in the informal sector and 
has significant growth potential.  This is in particular in areas with few jobs available.    
 
Whilst imports accounting for approximately 25% of the sector may appear to be low, 
it is in fact increasing at a rapid rate whilst domestic production has shown significant 
decreases.  At this rate, we may be on the verge of the deindustrialisation and 
possibly the collapse of the entire sector.  Something akin to what happened to the 
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clothing and textile industry collapse in the 1990s when tariffs were lifted and a 
100 000 local jobs were lost, largely in Cape Town and KZN. 
 
4.2 Consumer Prices 
 
The other key impact upon workers has been the high prices sought by domestic 
producers.  Chicken is a key source of protein for working class families.  Many of 
their children are significantly malnourished and suffering from resultant health 
problems.  Food inflation is higher than CPI and hits the poor the hardest.  When 
electricity and water tariffs are hiked, so too are poultry’s prices.   
 
5. Proposed Interventions 
 
In order to protect and create jobs and ensure the long term survival and 
sustainability of the poultry sector, COSATU proposes the following interventions. 
 
5.1. Immediate Interventions 
 

 Tariff increases, safe guard measures, anti-dumping fine and bans and 
quota allocations: COSATU welcomes the raising of tariffs to protect the 
local sector.  However this is not enough and in fact needs to be increased to 
ensure that local producers do not collapse in the wake of cheap imports.  
Safe guard measures need to be utilised and expanded.  Companies guilty of 
dumping need to be banned from imports.   
 
The recent action against Brazilian companies in this regard is greatly 
welcomed.  Consideration should also be given to set and strict quota 
allocations to the EU and Brazil as was done with the US under AGOA.  
South Africa is not responsible for over production or job creation in the EU or 
Brazil, we cannot remain their dumping ground and expect to survive.’ 
 

 Zero Rating VAT: Locally produced chicken, and in particular frozen chicken 
parts consumed largely by the poor, should be VAT exempt as a further 
measure to boost demand and reduce prices. 
 

 SARS Enforcement: SARS needs to play its role in protecting the economy.  
It should not see its function solely as processing imports as fast as possible, 
but rather to ensure all imports comply with relevant laws and regulations with 
a view to protecting local jobs and industries.  SARS’ leadership must spend 
more time focusing on this core mandate and not on palace politics.   
 
Government should also abandon its intentions to shift customs border 
enforcement from SARS to the envisaged Border Management Agency.  Our 
fragile economy cannot afford any potential risks from unintended 
consequences resulting from shifting such a critical function from a well 
established organ to a brand new untested one. 
 

 Health Requirements: All health, sanitary and veterinary requirements put in 
place by the EU, US and Brazil for chicken and other avian exports to their 
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markets must be strictly reciprocated by South Africa.  Bending over 
backwards in fear to appease the EU will not protect or create jobs here.   

 
5.2 Competitive Boosting Interventions 
 
Further interventions are needed for: 
 

 Soya and Maize: A plan is needed to reduce the costs of soya and maize for 
chicken feed.  These need to be based upon boosting local soya and maize 
capacity. 
 

 Electricity: To reduce electricity costs, government needs to reign in the 
untouchable Eskom regime which believes that year after year above inflation 
are somehow helpful to the economy. 
 
Eskom needs to assist the poultry sector with the installation of renewable 
energy capacity on its farms etc. e.g. locally made solar panels. 
 

 Water: The Department of Water and Sanitation needs to assist the poultry 
sector with the installation of water conservation, rain and grey water 
harvesting technology reduce water costs.   
 

 Transport: Where possible, Transnet needs to assist with the transporting of 
poultry products at reduced rates. 
 

 Machinery: DTI, IDC, the Land Bank and others need to assist with financing 
badly needed investments in machinery, in particular for deboning meat.  The 
private sector banks need to be involved in this as well and to do so at 
affordable rates. 
 

 Subsidies: Government needs to prioritise the development, protection and 
sustainability of the agricultural sector.  This needs to include a 
comprehensive set of incentives, subsidies and assistance.  We should not 
expect the sector to be able to compete against heavily subsidised counter 
parts in the EU and US.  This needs to be targeted in particular towards 
emerging farmers and SMMEs. 
 

 Local Procurement: A mass local procurement campaign is needed.  It 
needs to be legislated and binding upon all public institutions, e.g. hospitals, 
schools, universities, prisons, Parliament etc.  The private sector needs to be 
equally compelled and incentivised to only procure locally produced poultry.  
This should be accompanied by a serious mass education and publicity 
campaign. 

 
5.3 Transformation Commitments 
 
COSATU can mobilise public support for the above interventions.  Government can 
provide the legal framework and resources.  Industry also needs to be an equal and 
fully committed partner.  The proposed interventions must be reciprocated by 
business to target the following critical aspects: 
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 Jobs: Business must commit and be held accountable to a jobs plan.  This 
needs to include ending all retrenchments in the sector.  Those who have 
been retrenched must be reemployed or deployed.  No worker must be left 
behind.  It is scandalous that companies whose owners are billionaires can be 
allowed to retrench thousands of impoverished farm workers.  This plan 
needs to include job protection and creation targets. 
 

 Consumer Prices: Prices must come down.  They must not increase when 
companies see tariffs being raised etc.  Producers need to comply with 
government’s efforts to reduce brine content.  A VAT zero rating must be 
based upon the savings being given to the consumer and not simply to 
business’ profit margins. 
 

 Retail Mark Ups: The retail sector needs to drastically reduce its massive 
mark ups on agricultural products.  If there is space in the price, then that 
should rather go to the actual producers. 
 

 Ownership: Ownership of the sector needs to be drastically transformed.  
The defacto monopoly must be changed.  Specific dedicated support needs to 
be provided to emerging farmers and SMMEs.  Farm and food workers must 
be assisted by the sector and government to acquire equity, ownership and 
form cooperatives.  This can start with the sale of RCL’s Hammarsdale farms. 
 

 State Fragmentation: Lastly the ANC, the Presidency and Cabinet must end 
the continuous fragmentation of the state.  Currently two departments deal 
with agriculture and rural development.  Both have shown little or no 
leadership or plans or programmes to deal with a wide range of massive 
crises facing the sector.  They should be consolidated into one department. 
 
Five departments deal with economic policy.  The SMME and Economic 
Development Departments should be brought back into DTI.  DTI should be 
the sole department dealing with economic and industrial development.  We 
cannot afford to create new departments after every election.  It simply 
fragments and weakens the state and duplicates costs. 
 
The role or lack thereof of the Department of Planning, Monitoring and 
Evaluation must be formally raised by Parliament.  This department has seen 
massive budget increases with no benefit to the functioning of the state.  Its 
future needs to be reconsidered.  It has been absent during this crisis.  It 
should have been at the forefront in preventing it. 
 

6. Conclusion 
 
COSATU appreciates the Portfolio Committee’s efforts to address the challenges 
and crisis facing the poultry sector.  We welcome in particular the Committee’s focus 
on the need to save jobs and the sector. 
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We welcome government’s efforts to address the situation.  COSATU is willing to 
play its role in developing a comprehensive short, medium and long term package to 
save and grow the sector and jobs. 
 
COSATU would like to thank the Committee for the chance to share its thoughts and 
suggestions on this important matter.  We hope that our contributions will assist the 
Committee and government in its critical important work. 
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