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HOPES fmg near-term solutio to Rain-

how Chicken's Woes were dashe this  ew=

week with an announcetnent that half- A

year losses would soar t0 R165-million. wPhe funds raised will reduce the com*
n addition, ultimate holding company pany’s interest burden. The. oversupply

Rembrandt will have to fork out much of basmadeit impossible {0 yecover big feed

the R750-milkion the company plans to cost increases and we are gelling at less

raise in an enlarged rights offer. than a year ago. We do not know now long
In the latest episode of bad news, Rain- fthe situation will continue.” & & ..
bow this week told shareholders {he mar- Commenting 0B theneed to increase the
ket situation in the broiler industry had rights offer amount by mwore than 20-
not improved in recent months while million, Morri said: “We looked iwo

rris :
oversupply of chicken yemained a prob- years down the track and we don't want to
lern. “ Assuming 2 continuation of this sit- find that we paid off our horrowings only
uation, Rainbow will report 8 loss of ap- to have to increase them again. e
proximately R165-million for the siX amount to be raised is an estimate of our
menths to September 1996.” maximurn requirements for the next two
Rainbhow caid that in its bid to re- years.”
establish itself as the industry leader, it Rainbow lost 15¢ to touch a new low of
would have {0 offer superior product at Ticon Thursday following its announce-
the lowest prices possible. Such an ex- ment and a surther 10c on Friday. Morris
ercise would involve substantial invest- said there was clearly a negative percep
ment in facilities and people and would tion of Rainbow. But he hoped the offer
not be completed before the end of 1997 price (RainbowW is offering new 7% con-
Rainbow has increased its rights offer veriible preference shares at 85ca ghare)
to R750-million from the R626,5-million it and the fact that there wWas a preference
proposed in July. The funds will be used io dividend would prompt shareholders o
bring down deht which stood at RB40- feel it was not 2 bad idea to follow their
pillion at the March year-end. - rights provided the company could set 11
Hunt Leuchars & Hepburn and Huntcor matters straight. :
announced that they, in turn, would raise While it is difficult to determine how i
enough funds to follow their rights — a much HL&H and Rembrandt will have to
move Which will see HL&H increase jts put in f0 the offer, it is likely to be 2 %
stake to over §7% from the current 41% substantial portion.
effective share. . Morris agreed there was a perception i
Neil Morris, HL&H chief executive and that Rainbow had been a case of one dis- Pl
acting managing director of Rainbow, aster after the next, but said HL&H and ‘
said over the past few years Rainbow had Rembrandt would not be backing the
not been the owest-cost producer, 3 po- company if there were any doubt it could
sition which was egsential ina commodity not be turned around. This could take time
market. Companies had expanded andan and he would not make any forecasis.
oversupply situation prevailed. One move in the right direction has
Rainbow was making progress andwas been the appo‘mtment of a financial di-
confident it would be the lowest-cost pro- rector, who will join Rainbow next month.
ducer in due course — in about a year’s While there £ still no managing director
time. Morris said becausé it was not the in place, Morris said he was devoting
lowest-cost producer, its losses were more time to the comparty while the
probably greater {han others. ’ search went on for the right person. _
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Nicqla Jenvey

DURBAN — Hunt
Leuchars & Hepbum
could sustain losses of
more than R110m for the
gix months to Septem-
ber, against a previous
R40m loss, pulled down
by subsidiary Rainbow
Chicken, analysts said
at the weekend.
Rainbow,
Hunt Leuchars & Hep-
burn holds an effective
41%, warned last week
that its losses for the pe-
riod would be about
R165m and that its refi-
nancing needs had risen
to R750m from a previ-
ous R626,5m cash cail.
HL&H has vowed io
stump up most of the
cashneeded.

Warning

The 'warning pulled
11% from Rainbow’s
" ghare price ‘on: Friday,
leaving it at a new year
low of 65¢. HL&H fell 6%
to695c: | e
Analysts' said = the
market was also awash
with rumours that Rain-

bow’s latest warning was
it
They .also .said that

“HL&H's | figares ‘would

TS O T

jin which -

e fall in its
debt following its deei-
sion to offload its timber
interests to Sappi and
Mondi.

But the group has al-
ready warned that ite
other operations, Trans-
vaal Sugar and house-
hold goods manufacturer
Robertsons, were unlike-
ly to better last year's
performance. :

Rainbow’s - latest
problems would worsen
the picture. .

alystg said, howev-
er, that a second re-
covery could cut HL&H's
1oes for the year to March
to about R15m, against a
previous R66,8m loss.

HL&H will seek to
take control of Rainbow
with the refinancing, but
it will also have to raise
additional funds, togeth-
er with parent Huntcor,
in preference share of-
fers underwritten by the
‘parent Rembrandt
Group. ‘ ‘

" HL&H CEO and act-
ing Rainbow MD Neil
Morris said at the week-
end that the group would
not have committed it-
self to the current levels
iof investment into Rain-

i,

‘vow without believing in .
‘thelong-term benefits.”

g

EEEY

ow, Chicken

ately . the

turnaround - -now = de-
mands time, something
HL&H has been saying
for a while already, and
the current situation for
the chicken producer is
worsened by the over-
supply in the broiler in-
dustry,” he said.

Analysts said, howev-
er, that the decision by
Rainbow’s main share-
holder, Stanley Methven
Trust, not to follow the
cash call, handing con-
trol to HL&H, had clear-
ly been well judged.

Rainbows ‘cuirent
ghare price, which is
roughly equivalent to
the price of one egg, cap-
jtaliged the company at
about R240m.
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DURBAN — The delisting of

gultry producer Rainbow

chicken was not an option at

present but remained a long-
term alternative, Hunt
Leuchars & Hepburn CEQO and
acting Rainbow Neil Morris
ghid yesterday.

¢ Rainbow, which earlier thia
month warned that it could sus-
tpin losses of more than R110m

Wm:mabm Rainbow anwm@vmvﬂmm%g ternatiyve — MD

for the six months to Septem-
ber, said last month it would
raise R626,56m in a rights isaue
torefinance the company. :
The exercise would ¢ut bor-
rowings which mgm.mwww@ w‘.mﬁwﬂr
giving a gearing o in the
past financial year. The refi-
nancing would also cut borrow-
ing costs — R76m in the Jast fi-
nancial yaer — by about R60m.
The Stanley Methven Trust
will not follow ite rights which

&H aﬁm a mqm.ﬁ m 1 mﬁgnw&,g over-

stake after the offer. .
Both HL&H and parent
Huntcor have proposed rights
offers to allow them to follow
theirrights in Rainbow.
Rainbow had said that in its
bid to re-establish itself as the
industry leader, it would have
to offer a guperior product at the
lowest prices poesible.
Rainbow  sustained a
R159,8m loss for the year to

.msuH.Fwoﬁugw_oBmmbmﬂ.
_mnmm mu_uoam.
During Mondays annual

ﬂumum_ meeting, Morris said

e producer required time to
bring its costs into line, but it
was expected to move into profit
during the next financial year.

The rights offer would elim-
inate'financing costa.

Rainbow geined 10¢ on the
JSE yesterday to close at 90c.
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Unaudited Audited
Six months ' Year
ended ended
30 June %  31Dec

1996 1995 Increase 1995

Interim report for the six months ended 30 June 1996
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30 June 31 Dec
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Production

down 20%

PRODUCTION at Zam-
bia Consolidated Copper
Mines dropped nearly
20% last month from the
previous menth, follow-
ing the fire which elosed
one of its smelters.

The company — in
which E%.wo American
has an indirect stake —
said yesterday produc.
tion stood at 23 965 tons
from June's 28 819 tons,
while cobalt production
had dropped 43% on the
month to 259 tons.

The Mufulira smelter
— which produces be-
tween 450 and 500 tons
of copper a day — was
now operational, a
spokesman said.

“During the rehehili-
tation of the smelter, the
compahy registered a
shortfall in primary no%.
per production of 5 022

SEraly
smelter,
Hes e company

expected to make up the
shortfall during the cur.
rent fingncial year.
Production of copper
and cobalt had been
steadily rising since Sep-
tember last year, when
roduction resched a
ugh of 19564 tons
86 tons

”Ww Ziglab




HEADING_FOR DELISTING?
F77) 3@7‘8 T<6

Rainbow’s decline would be an instruc-
tive business-school case study. Despite
sufficient assets and a dominant market
position, it has reached the depths of
technical insolvency — due mainly to
poor management, say analysts.

A contributing factor, lack of diversifi-
cation, could also be viewed as manage-
rial arrogance — a failure fo loock ahead
and insure against market downturns

and disease. Without a beneficent par-

ent, the company would probably be

closed down.

Rainbow recently increased the amount
to be raised by its rights offer to R750m. It
lost R160m in 1996 and expects another
R165m loss in the first half of financial
1997. Parent Remgro, which is underwrit-
ing the rights offers of Rainbow and con-
trolling shareholders Hunt Leuchars &
Hepburn and Huntcor, is risking a lot on
being able to revive the company.

Recapitalising the balance sheet is the
first move, but money is not the only
problem. Observers cite lack of vision
and a collapse of will at senior manage-
ment level. One analyst says the com-
pany has no blueprint for the future, and
little effort is made to convince share-
holders of managerial commitment.

| Wwithout a strong leader to take re-
sponsibility, the appearance of a rudder-
less ship is understandable. The an-
. nouncement that a new CE could not be
found after an international search
1 struck one analyst as preposterous.

Analysts say recovery is feasible, pos-
sibly in two to three years — but not with
current management.

The chicken market supply and pricing
have firmed and things are looking better
after a terrible year. New management
may be able to seize the opportunity.
However, Newcastle disease has re-
curred and Rainbow, with concentrated
production facilities, is vulnerable.

Rumours are strong that Remgro will
delist Rainbow six to eight months after
the rights issue, which minority share-
holders who follow their rights may find
unpalatable. It looks a good time to cut
losses and sell. Margaret-Anne Halse




Disease plagues
ostrich exports

export industry was un-
der renewed threat from
Newcastle disease due to
failure to- implement
proper vaccination pro-

es, veterinanans
said at the weekend.

The disease, a range
of viruses which
killed as much as 80% of
poultry and ostrich pop-
ulations in previous out-
breaks, flared up again
#ix weeks ago, affecting
ostrich operations in the
vicinity of Qudtshoorn
and pouliry farms in

most praovinces.

Klein Karoo Co-oper-
ative veterinarian Wil-
lem Burger said ostrich
meat from 60 farms at
Kammanassie, Volmoed,
De Rust and Olifantsriv-
jer in the Little Karoo
would not be exported

ﬂﬁgﬁear. .

the long run the
industry is facing the
loss of the EU market.
We expect that EU coun-
tries will impose strict
regulations in the near
future,” he said.

Onderstepoort Vet~
erinary Institute diree-
tor Dirk Verwoerd said

_prevention of the disease
emanded that each bird
be vaccinated fwice a
ear. But, many farmers

d failed to doso.

There were suspi-
cions that the outbreak,
which began six weeks
ago, was spread by finch-
es, §parrows, CrOWS,
ducks and swans rather
than humans or ostrich-
‘es. This made the situa-

'} tion difficult to contrel
except through a focused
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Boehringer Mannheim

Business Day Reporter

BOEHRINGER Mannheim, the Ger-
man pharmaceutical manufacturer,
confirmed its commitment to SA yes-
terday by opening its new R7m head-
quarters in Randburg, but called for
renewed efforts to re-establish the
confidence of investors.

Boehringer Mannheim SA CE Knut
Seifert chided government on its atti-
tude to the pharmaceutical industry,
“gg shown in the recent Sarafina 2 con-
troversy”, and rejected claims that
prices in SA were unreasonably high.

“The average unit price of our prod-
ucts is far below the European price

lgvel_g,”hesajd. BD ,q ]q

Boehringer Mannheim, which hasa
worldwide turnover of $3,2bn, spe-
cialises in therapeutics, laboratory
diagnostics, diabetes care, point-of-
care testing and biochemicals.

Seifert said the pharmaceutical in-
dustry had always offered to co-operate
with ' the health department, and
would do so in the future.

“It seems that our efforts are not al-
ways appreciated. One should keep in
mmdl that ctl;hﬁji;lgush'y en:lnlploys aﬁjlgiff
people, inclu many who are
ski]i)ed. Together we are investing xmly-
lions of rands. If the industry is not
welcome in a country, then companies

;

e

Bitter turn in ANC

Cape leaders’

i.inda Ensor

CAPE TOWN - Western Cape ANC
secretary-general and health and wel-
fare MEC Ebrahim Rasool has stirred
up a hornets’ nest in the ranks of the
C in the province with his public ex-
posure of its problems, and he is ex-
pected to come under heavy flak at the
party’s provincial executive committee
meeting on Saturday. '
Sources said Rasool’'s weekend crit-

'icisms of the provincial leadership had

fuelled divisions within the party,
which had been torn apart and demor-
alised by the leadership battle under
way in the run-up to the regional con-
ference at the end of the month.

Factions sl?porﬁng the different
candidates — Justice Minister Dullah
Omar, ANC MP Tony Yengeni and Ra-
sool — had emerged and were sabotag-
ing each other’s work, sources said.

Outgoing leader Chris Nissen was
said to have failed to unify and lead the
organisation through its current crisis
and to have shifted allegiance from one
candidate to another.

Rasool was criticised for discussing
thgiﬁarty’ s problems and leadership
conflict in the media and for contribut-
ing to the very failures he blamed on
them. He was also accused of failing to
attend provincial committee meetings.

“It in very bad for one provincial ex-
ecutive committee member to publicly
attack others, including the provincial
gecretary,” an inside source said.

“This goes completely against the

.principles of the organisation.”

One of the critical divisive issues
was the strategly the ANC should adopt
towards the largely NP-supporting
coloured community, and how to make
coloured activists feel at home within

b e
B S T R

race
porllat G

Rasool blamed the ciirent leader-
ship for the “dismal” failure of the par-
ty to undermine the provincial domi-
nance of the NP in the local govern-
ment elections.

He also accused the leaders of fail-
ing to address the lack of coloured sup-
port in the organisation, and its lack of
openness.

In a clear challenge to Omar, who
has emerged as the front-runner in the
Western Cape leadership stakes, Ra-
sool questioned the effectiveness of
those supporting him.

These included perty secretary
James Ngulu and sport and recreation
MEC Lerumo Kalako.

Rasool subsequently issued a pub-
lic, unreserved apology to Omar for cre-
ating the impression that he was en-
gaged in a personal fight for the po-
sition of provincial leader.

In a document outlining his view of
the problems of the o isation, Ra-
sool criticised the ANC’s tendency to
narrow the base of decision-making
and power to the “inner circle” of the
provincial executive committee, alien-
ating members and branches.

In the document, called ANC: A
Home for Everyone — Political Plan for
the ANC in the Western Cape, Rasool
emphasised the importance of dis-
cussing the notion of Affican leader-
ship. He said this was a “bone of con-
tention for many progressive coloured
activists who believe there are unequal
relations within the ANC and unequal
tieatment of coloured and African com-
munities and comrades”.

Rasool called on the party to crit-
jcally assess its performance in the lo-
cal government elections and to devel-
op a vision and a plan.

| mmacepp, momw e




STUART RUTHERFORD

Durban — Rainbow Chicken's
R750 million rights issue has not

" been well received by minority

shareholders, who hold a 26,8 per-

cent stake in the company. In-

vestors have reacted more posi-
tively to the related Huntcor and
Hunt- Léuchars & Hepburn

(HL&H) issues, Keith Fergan, the
financial director of HL&H, said -

yesterday,
This confirms mﬂ&wmﬁm pre-

*" dictions. that minorities would
~ show little interest in Rainbow’s

.Emﬁm offer to H.mom@nmrmm Em

ailing broiler producer. .
Forgan said the response to
the Rainbow rights offer had

“been lower than that for HL&H
and :Huntcor, but he declined to .
give furiher details before the an- -

nouncenient of the details of the
rights offers on Friday. :
Both HL&H, which holds

41 percent of Rainbow, and Hunt-

cor, with 76,2 percent of HL&H,
are holding EmHm issues to raise
funids to meet Rainbow’s de-
mands. Forgan said they were
“preity pleased” with the

YouiTRY
résponse to these rights offers.
- 'Hesaid the poorer response to
the Rainbow offer was partly due
to its wider spread of sharshold-
ers, at 3 141 according to the latest
annual report, compared with
HL&H's 1687 shareholders,
Rainbow was offering share-

holders 7 percent compulsory '

convertible eumulative prefer-
ence shares at 85¢ each in terms
of the rights offer. The share
closed at 71c yesterday.

An analyst said he expected
that only a very small percentage
of the minorities would follow

Q. (PR

He advised investors to stay
away from the stock at least until

Rainbow had produced one set of .

good resulfs and had a dedicated

- management team in place,

Another ‘said Gmﬂ though he

- also felt there would be a smallre-

sponse to the rights issue, this
was atiributable to the relatively
high price of the Rainbow prefer-
ence shares and was not a vote of
no confidence in the company.

- HL&H will underwrite the

balance of the Rainbow rights -

offer, EE% means that it will

nbow Em_:m offer
Lislsé

wmé,.wo pay out between R750 mil-
lion and R549 million, depending
on the minorities’ response.

Forgan said earlier that
HL&H’s rights offer would be
sufficient to. cover the full
R750 million, and that any excess-
es would be used for the develop-
ment of Em but as yet noth-
Em specific had been earmarked.

m.cwmmb said that Rainbow was
mgégm “definite signs of im-
provements in production parfor-
mance measurements, vﬁ there
are inherent delays.in H.Emaemh
benefit deliveries,”

e —————
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HL&H force

st oo

d to contrzbﬁte R744m

e

STUART RUTHERFORD

Ditrbdn — Disgruntied minori-
ties in Rainbow Chicken have
shown a remarkable lack of faith
in the company by putting up less
than 1 percent of the capital for
the R750 million rights offer to re-
capitalise the ailing broiler
producer.

‘Keith Forgan, the fmanmal
director of Hunt Leuchars &
Hepburn (HL&H), said yesterday
that his company, which is under-

R744 million because of the poor
interest from the minorities, who

; contl;ol 26,8 peroent of Rainbow, An,ﬂ,h

“VHERH holds 41 péreentof
Rainbow's ordinary shares and

99 percent of its preference ..

L

’falls ﬂat

| writing the Rainbow rights offer, g
had been forced to contributé : }

'a-mb Ow

er(pR)iliola
(3)fouLThY

Nell Morris, the acting man-
aging director of Rainbow, said
; yesterday that the company had-
riot expected many of the minori-

tiess to follow the offer.
'Fm:gan suggested that the
.mmorltles may have been put off

. Fo gan said
Misendhinte
BT

shares, giving it an effective stake

of just under 82 percent.

Rainbow’s rights offer gives . i %

* shareholders 7 percent compul-

sory convertible cumulative pref-
erence shares at 85¢-each.

The ordinary shares gained 9c
to 8dc yesterday as 2,19 million
shares changed hands in 89 deals.
The shares hit a year high of
R%,45 on January 17, before slip-
ping to alow of 63c on August 16.

Forgan sajd HL&H had hoped
to invest any excess into the
group after meeting its responsi-
bilities in the Rambow rights

: 1nterv1ewmg'
process.'for a new managlng .

offer. This excess was only ' becimé R Vbowsnew ﬁnanmal

i R11 million, however.

d:rector lasf month
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Joagés in the second half. Man-

- <agement was: mmumowﬁm Jlosses,
© ' fortheyeartobein the regioh of -

m..mmoEv said one mhm.dan
"Hunt- Hhmnowmumvm?mmwuﬁb

(HL&H) CE and acting Rain-

bow ?HD Zmn goﬁ._m mma E.

WmE_uoé EBm 8

H.m_...,ﬁwo:mw ol 5 Hm&wm,mﬁomm ‘had*

.HOmmHm mn w.mubwcﬂ O?nwm.b
.- tere unlikely to exceed the
N .‘._,,,,‘.‘.wpmmg Emummmmpmbe forecast

~-"*for the six months to mmmamup. .

p .,amu_ analysts saidyestérday. .’
-~ oot - The real issue was Srmﬁ_umw.
' the company managed to curtail -

in 8A,° _..B Eouﬂm

firmed; this had been. offset by.-
an increasein feed costs.

‘The -company .had forecast-

that it wonild take 18 months to

get costs under control and itre-
" ‘miihed on ﬂ.mnw to. m&zmﬁw ﬁwﬁm
by Junenext yéar; ke said.

Managemient owm.mnﬁm@ z._m

._._.....noEUmHG. ‘th returnto profit by
wrm%mmuno nd-March 1998. -

feed nomnm

“and the surplus | ‘érop’ expected

gize prices:

me ﬁﬁm )

&0 22)olab
~woiild; not: ﬂonmmmmu&% wm go
"case.. Maize prices had. in-

“ireased this, year . despite the .
" the losses inthe first half would |
.- malke it &BQ& for Rainbow to

vnomnoﬂoﬂ ofa mE.@Hﬁm Crop ow-
_ing to higher prices on the world

market, and farmers had creat- -

_edan: attificial chH&mmm by in-
- credsing exports: -
- Should this- nou_uuc.m to &m a

©-problém next yéar, the ¢ompany -
.. -would be forced to consider im-

, .woiubmgmuumu hesaid.

. :However, Rainbow’s con-
“tract. maize - ‘suppliers: would
‘Help to offset any increases in

A.mm& nomﬁm me 5@ noB@mb% ex-

E down losses as OOm Eﬁ.ommm

% POULTRY: -

. ‘@ma ed higher ﬁo&ﬂ% prices 8

filter through to its bottom line.
- Analysts said the severity of

return to profitability -in- the
ocﬂmbﬁmbmbsmhwmmw

HL&H: recently nobndvmwmm
R744m -to -Rainbow’s R750m
rights- offer:after, Rainbow mi-
norities, - nobnnoz._bm '26,8% - of

the company, failed; S‘ wouoﬂ )
. gmﬁﬂmgm: %

~The counter momw 2¢ &omm at
wq..._ on this JSE:yesterday, up on
its August 16 year'slow of 63c.
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Poultry indust

try seeks tariff hike
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Louise Cook - that thousands of jobs were at
stake in SA due to tariff manip-
THE pouliry industry would need ulation by importers circumvent-
an import tariff of about 44% to  ingregulations.
become 10% more competitive ™ Coetzee said since the rand’s
over the next five years, theindus- February devaluation, imports
try saidin a Jibidission togovern-. had come down marginally.
mentyesterday. o  year 93 000 tons came jn from the
SA Poultry Association execu- US, an average of 8 000 tons a
tive director Zach Coetzee said the month. That volume has dropped
projection was based on a recent to4d 600 in June, 3 900 in July and
study by the National Productiv- 5 800 in August. Because of the
ity Institute, which found that the exchange rate it is no longer pos-
tariff was hopelessly low during sible for importers to make a kdll-
1994 and last year. . ing on the local market — they've
The appeal for a higher tariff taken a knock of about R150/kg as
follows a two-year dispute be- aresultofthelowerrand.
tween government and the indus- “L ogses by producers including
try over import tariffs for whole Rainbow, Choice and Supreme
chickens and chicken portions. could have been contained if the
The industry has accused the tariff had been somewhere he-
Board on Tariffs and Trade and tween 53% and 72%. Instead, it is
Finance Minister Trevor Manuel, 27%.”
who was trade and industry min- Coetzee said US producers
ister at the time, of not giving local charged a premium for breasts,
producers adequate protection which they used to subsidise ex-
against dumping from the US. ports of chicken thighs and drum-
Last year producers warned  sticks, mainly to SA and Russia.

Last

The ihdustry responded yester-
day to calls by the Board on Tariffs |
and Trade for it to address prob-
lems in the local industry. Coetzee
caid the agsociation’s submission
included the assertion that the

““new poultry forum was struggling

to operate effectively.

Last year Manuel ordered the
establishment of a forum to rep-
resent all role players, including
trade unions representing work-
ers involved in pouliry production.

However, Coetzee gaid the
unions were not able to attend fo-
rum meetings regularly due to
“capacity problems”. The forum
also suffered operating costs of
R200 000 a year, which the indus-
try could not afford.

To address some of these prob-
lems the association proposed that
the tariff be raised and that a levy
of half a cent a chicken be imposed
to finance training and develop-
ment,

The Board on Tariffs and Trade
was not available for comment.




Congo feve’r.'hal'ts ostrich me

Osmm'gﬁeat is safe for human
consurription, say scientists. But
the Klein Karoo Co-op, where 17

workers were infected with .

Congo, fever — resulting in one
death — will withhold its meat
until research has been done as a
precautionary measure.

The scientists and veterinari-
ans met yesterday in Oudtshoorn
to discuss the Congo fever scare,
The chances of the outbreak re-
peatingjtself are remote, they say.

The condition of 15 of the 16

infected, people at Tygerberg Hos-

pital is good, says Mark Beale, the

4

doctor in charge of the treatment.
Somg may be discharged
today or tomorrow, Two children
being treated in Oudtshoomn
probably did not have Congo
fever, says Dr Beale, but test re-

sults af ot yet available. ©
~ Riert Swanigpoel, a irologist
e:National Instititte of Vi-

I < o

tology, told the meeting in Oullt-
shoorn that there was no docu-
mented record of people contract-
ing Congo fever from eating meat
from cows and sheep infected

- with the virus. .

A Free State farmer and four
workers had become ill from
slaughtering an ox with the virus,
but workers who ate it had not, he
said..

Fresh ostrich meat in stores is
from other abattoirs in the coun-
try and was in no way affected by
the outbreak, according to Ben de
Kock, a spokesman for the co-op.

Meanwhile, the Klein Karoo
Co-op, which handles about 80%
of the ostrich export market, is
holding back its meat until re-
search results are available.

Precautions in future will in-
cude protective clothing for
workers and a de-ticking pro-
gramme. Ostriches will be treated

with an insecticide and isolated’

until they are safe.

g [ulqs
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Ostrich industry confident Congo
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" The Klein Karoo Co-op is confi-
dent its efficient reaction to the
Oudtshoorn Congo fever out-
break will prevent any further
harm to the image of the R400-
million ostrich meat industry.

. Less than a week after the

biggest outbreak the country has.

yet seen, ostrich meat has been
given a clean bill of health by sci-
entists who thrashed out issues
related to the disease at the Oudt-
shoor& abbga;‘ltoar{

Althoy ey agreed it was
safe to eat the pr%dlglzte,e and that
the chances of another outbreak
were remote, the co-op, which
controls about 80% of the ostrich
export market, would not staugh-
ter again until a full investigation
had been completed, said general
manager Attie de Waal.

The SA Institute of Virology in
Johannesburg has confirmed that
14 of the 16 patients in Cape
Town's’ Tygerberg Hospital are
suffering from the fever and the

other two patients are likely to be
confirmed as well,

A liver biopsy on the woman
believed to have died of the virus
is expected to confirm the doc-
tor’s original diagnosis, bringing
the total number of people who
have contracted the disease to 17.

One person died and at Jeast
seven nurses and one doctor con-

Single bird
is suspected
of causing
problems

tracted the disease at Tygerberg
Hospital in 1984.

All the currently affected pa-
tients are believed to have han-
dled the meat of a single ostrich in
its infectious phase.

During the slaughtering
process, workers come into con-
tact with the birds, which bleed

profusely.

Dr Mark Beale said the first
patients were likely to be dis-
charged from Tygerberg Hospital
today. The daughter of Joyce
Japhta, who died, was well. It was
suspected she had contracted the
disease by cleaning up her moth-
er’s blood.

Future precautions at the ab-
batoir include the use of protec-
tive clothing for workers and a
de-ticking ~ programme for
ostriches which will be treated
with an insecticide and isolated
until they are safe, said co-op
spokesmian Ben de Kock.

De Waal said people had been
hit by illness and death, but no di-
rect financial losses had been in-
curred by the industry as a whole.

He said farmers would delay
sending their livestock to the ab-
batoir until they got the
light, the export market woilld be
served by meat which was in stor-
age before the crisis, and all staff
would be paid while they were off
waork. :




" for:theisecond half of the
© cannot: be glven at this time,”"

ported for the year to March 51,

: «capltal

" tary, the décling in earniiigs carme

5 had been made in returning the

ailing broﬂer group, posted an at-

tributable loss of R164;4 million
for-the six months to September :
30 yesterday, higher than that re- |

.The' operating loss before, ‘de-..

" preciation, was R80,7 million; _
‘from a R2,6 million profit, and de:
. preclatlon rose 4,5 percent tg::

R27,3 m11110n No d1v1dend wa
declared, © .
Interest paid surged 76,5 pe
cent to R56,4 million because, of*
higher interest rates and the.
need to fund increased working:
requlrements - and
operatlonal Iosses R

because of lower product se]lmg
pmces and the h1gher cost of" feed
Feed price incréases were the
result of restricted supphes of
maize despite a bumper crop and. .
the increased costs of Jmported
ingredients through tighter avaﬂ
ability and the fall of the rand::
He claimed some progress

company to profit. “A. mea.mngt‘ul
md1catmn of the éxpected results ;

No additional comment could "
be obtained from. Rambow, w1th
Dave Marlow, the chairman/of |

Rambow -saying the comments
'accompanymg the report were
! it

WAt
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BURBAN - Chicken producer :Rainbow
Chicken:saw:its attributable loss increase

'R100m to R164,4m for the six months to

" Beptember as selling prices dropped and
 feed costs spiralled.

M "'The loss was larger than that of the en-
tiré fihancial yedr to' March; and translated

§
)

-+ intérim dividend waspassed. . 1
- 1% Revenue for the Hunt Leuchars &, Hep-

.. w&g.mmscmm&mgumomm 12% to R987:7m as

" ‘Sales volumés climbed 18,3% over the cor- -

—responding period last year, but Rainbow

. tinto‘a‘share: loss of.44,6¢ (15,5¢-10ss). The

CBD B e,

. fundincréasediworkingd mu#&;...una&um-

;- 8ustained:an R80,7m operating loss before
“depreciation (R2,6mi profit). Total opérating
-+ losswasR108m (R23,7m loss).” . T
+“Finished product stocks in the industry
were high in March and oversupply condi-
..tions persisted unti! August,” group chair- i
- man Dave Martow said-yesterday. “Howev-
~er, Rainbow stock lévels normalised .in
. ‘Septemberand prices have since firnied.”
Feed costs continued rising owing to re-
.z Stricted maize supplies-to local constimers.
. The depreciating rand also raised thécostof
- imported ingredients, - - - ¢ N
- The R56,4m (R82m) paid in interest
" arose from higher'rates and the need to

. .

Eoﬂ."m.,mum"mﬁmumaowmu&nmmmm,.mﬂﬁm..m.u.oﬁw.
paid R5 000(R214 000)intax, = = ..-.
In July Rainbow-announced a rights of-
fer aimed :at recapitalising ‘the ‘group, re-
ducing borrowings and funding the 50% ac-
quisition- in. 'Epol Foods. 'In September. |
R550,3m 'was advanced to Rainbow, reduc-: i
ing the debt:equity ratio to'19,5% (59%). A" ‘

. further R188m was advanced three:days-
later and the remaining debt was settled. _,

- Marlow said the group had committed

i h

* plans’ to lead the broilersindustry again.-

This involved substantial infrastructural
andhumanresourceinvestment, .
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00 often, since Stanley

Methven relinquished con-

trol of his then well-run

broiler business, analysts

have forecast a

turnaround at Rainbow
Chicken — only to be rewarded
with more disasters and even
greater losses.

Many are now reluctant to be
positive, despite new measures
which have been put in place to
resuscitate a company which was
once South Afriea’s premier, low-
cost chicken producer.

Half-year results to September
support the view that manage-
ment just haven’t been able to get
things right.

A loss of nearly R165-million —
nearly the same as that for the
entire year to March — was re-
ported. Rainbow executives seem
too embarrassed to comment.

Acting managing director Neil
Morris passed me on to chairman
David Marlow who said, rather
tersely, “I've got nothing toadd to
(Thursday’s) announcement”.

On the surface, Rainbow’s dis-
asters could be attributed to ex-
ternal faciors beyond control, but
much has to do with poor man-
agement and lack of expertise in
the relevant areas.

.. 1n 1995, when Rainbow posted a

mm_mpmz profit of R16,7-million, oth-
& chicken gronps were showing
uch larger profits — and they
had to battle with similar exter-
nal factors.

Perhaps one thing which could
spark a hint of optimism is the
appointment of a new group man-
aging director, Mexican Jorge
Antonio Del Corral Ibarrondo,
who has experience in the broiler
industry, unlike past MDs.

Morris, also chief executive of
Rainbow's largest shareholder,
Hunt Leuchars & Hepburn
(HL&H), isnot a chicken man and
has spent most of his time putting
out fires,

Before him, Rick Griffiths, who
took “retirement” after just two
years, failed to turn around the
eompany’s financial situation, He
left at the same time as financial
director Chris Wells.

Del Corral, who headed up
Mexico's leading broiler produc-
er, could add the technical exper-
tise which has been missing in ex-
ecutives more adept at working
their calculators. Producing
chickens is a technical business.

Even Newcastle disease, which
annihilated Rainbow’s chicken
stock, can be partly blamed on
bad management decisions.

In an effort to cut costs, man-
agement short-circuited the
“hipsecurity” measures put in
place to prevent diseases. And
Newcastle, a killer viral infeec-
tion, swept through the plants like
a wildfire.

It is also believed that last
year's strike action causing a
five-week closure of the Ham-
marsdale plants was badly han-
dled and needed someone with ex-
pertise in labour relations to

" negotiate with the workers.

The combination of these two
factors meant Rainbow could not
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Looks at Rainbow
Chicken's tale of
woe of the past

five years

deliver chickens to the market,
thus opening the door to cheap
imports.

At one time last year almost
20% of the chicken market was
thought to be imported — mostly
cheap chickens dumped on the
market from an over-supplied
North American market.

As if this wasn't enough, stock-
holding at the ill-fated broiler
plants swelled because of me-
chanical breakdowns and the lack
of supervision in the processing
plants — another sign of poor
management.

Prices were cut to lower stock
levels, therefore narrowing mar-
gins. The latest excuse is that re-
sults were affected by low chick-
en prices and rising feed costs.

In addition, interest charges
rose by R244-million to R56,4-
million compared with the pre-
vious interim period.

Apart from a new, technically-
skilled managing director, ex-
pected lower maize prices could
also have a positive impact on fu-
ture prospects.

If this happens Rainbow’s input
costs which have baltooned over
the past few years, will be cut.
Apparently a rationalisation plan
is in place fo try to improve mar-
gins and management has been
decentralised. .

+ - Investments are being made to

@V Pou TR

upgrade facilities and people —
though this is not expected to be
completed before December 1997
— and chicken prices have risen
somewhat to around R7,80 per kg

. from a low of about R2 less.

Since its rights issue in July the
market has been awash with ru-
mours that Rainbow will delist,
taking it out of the public eye.

HL&H's stake increased from a
direct 12,6% and an indirect hold-
ing through its 47% stake in 8C
Methven Holdings, which held
60,7% of Rainbow, to 67% afler a
R750-million rights issue in July.

The amount contributed by
HL&H rose from an expected
R626,5-million because of a lack
of interest from minorities. In
fact disgruntled minorities, who
held 27% of Rainbow hefore the
rights issue, provided only 1% of
the capital for the offer.

The purpose of the rights issue
was to reduce the company’s
large R540-million borrowings
and fund the acquisition of Pre-
mier Foods’ 50% stake in Epol.

HL&H will obviously be wor-
ried about its poorly performing
subsidiary. Rainbow took its toll
on HL&H’s bottom line — it post-
ed a R66,8-million attributable
loss to March.

1t'is true that Morris has been
looking for a suifable MD for
some time now, but it is also frue

T
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NOT CHICKEN TO NO CHICKEN. ..
was named one of South Africa’s cutstanding men of the year,

that things seem to have got out of
hand while executives have con-
centrated on fighting fires rather
than running a business.

Del Corral will be watched

carefully to see what action’ he

takes when he joins mid-month.
But no one is predicting a sig-

nificant turnaround. In the mﬂwm-.

ment accompanying the interim
results Rainbow says: “A mean-
ingful indication of the expected
results for the second half of the
year cannot be given at this
tithe.” In layman’s words: “Ex-
pect the worst.”

The company says it has made
some headway with an action pro-

Stanley Methven, the foun

der of Rainbow Chicken, during happier times in 1967 when he
and acting MD Neil Morris, who is not a chicken industry man

gramme announced earlier this
year. This programme involves
substantial investment which is
unlikely to be completed before
December 1997.

“Some progress has already
been made in this direction but
much still has to be achieved,” the
statement read. Not much in here

either to calm its beleaguered
shareholders.

In the meantime, Rainbow’s
share price could hardly buy a
drumstick, let alone a chicken. In
the last year it has fallen by well
over 62% and was standing at 79¢
on Friday after the release of its
half-year results.

‘[’ve got
nothing to
add to
Thursday’s
statement,’
said the
chairman
tersely

Rainbow has proved a night-
mare for Rembrandt subsidiary
HL&H ever since it acquired the
stake from Methven in 1989
Methven had taken Rainbow to
commanding heights in the SA
poultry industry.

The record speaks for itself. In
1990, HL&H's first year in charge,
Rainbow delivered a healthy R86-
million in attributable profits.

A year later profits fell to R55-
million following the acquisition
of competitors Bonny Bird, and
farther to R46-million in 1092.

After sustaining a disastrous
R77-million loss in the year to
end-March 1993, HL&H brought in
Griffiths, a troubleshooter and
someone who initially impressed
the market.

He had a brief spell of success,
turning in a profit of R17-million
in the 1993/94 financial year. It
wasn’t to last and in July 1994, the
height of the Newcastle disease,
the group cautioned shareholders
of lower earnings ahead.

Just before the December re-
cess last year, Griffiths was un-
ceremoniously removed from his
position.

The troubles at Rainbow have
left their mark on HL&H over the
past few years.

In the 12 months to end-March

the group plunged inte the red

with a massive R67-million loss.

Worse is yet to come. Analysts
expect the group to report a loss
of R110-miliion in the six months
to end-September when it releas-
es its interim resuits this week. At
the halfway stage last year losses
stood at R40-million.

HL&H is also troubled by its
sugar operations, while spice pro-
ducer Robertson is not expected
to improve ifs performance
significantly.

The only windfall is from the
recent sale of its timber interests
to Mondi.

Over the past five years
HL&H’s share price has plum-
meted by 37%.

At Friday's level of 640c the
shares are down almost 11% for
the year, one of the worst per-
formers of the past 12 months. \

<
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‘ --Rgpuiflgg awards br-'oilehr‘pr'bducer a BB+ )

Durban — Republic Ratings is

backing the prevailing pes-
simistic view the market has

taken of Rainbow Chicken and -
~ has reaffirmed a high-risk rating
* for the broiler producer, Dave

King, ane of the agency’s direc-
‘tars, said yesterday.

ng said Republic Ratings -

had given it a speculative grade

" lohg-term rating of BB+,

notwithstanding the fact that
Rainbow’s debt slate had been
wiped clean by the recent
R750 million: rights issue,

“While financial risk dimin-.

ished accordingly and the prefer-
enie shares only pay dividends of

7 percent, which will result in an’

annual reduction in the net inter-
est (or) preference dividend bill of
over R60 million, a rating up-
grade is precluded by the group’s

high business-risk profile,” he -

said. :
Pointing to Rainbow’s
R164 millioni aftritnitable loss for
the six months to September 30,
King said a return to positive
attributable earnings would
depend on-a considerable in-
crease in prices, “These had de-
clined in real terms over the past
two years and, while prices had
firmed over the past few months,

Republic felt that ongoing in- .

creases to the extent necessary to
return the group to profitability
were unhkely to be achieved in
the near term,” he said,

However, not all analysts are
as pessimistic. John Moses, an
analyst at Société General-

i Erankel Pollak, said Rembrandt,

'Agency rates
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the parent of the holding compa-
ny, Hunt Leuchars and Hepburn,
was unlikely to pump funds into
a company of which it could not
make something. S

According to Moses, the ques-
tion was not if Rainbow would
turn the corner, but when,

This was a long-term view,
which, he said, others might re-
gard as overly optimistic. Never-
theless, he forecast a R55 million
to R80 million loss for the second
half of the company's financial
yearto March 31 next year. -

He believed the company
would break even the following
year, provided chicken prices
continued their upward trend of
the past months and Rainbow’s
new management managed to
contain costs and pay atterition to
its breakeven point. .

Another positive identified by
Moses was that Epol was a prof-
itable concern which could be
integrated into a more efficient
Rainbow.

Cause for concern was the
fact that Rairibow had a lot of
capital'expenditure to catch up
on and the tendency for existing
directors to remain tightlipped
on future plans, he said.
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‘Brusse ~— The European Union

announced-yesterday that the
impoirtation of ostrich meat from
South Africa was banned-with

. immediate effect, -

This was the second piece of
disturbing news from Brussels
within 24 hours, .and followed an
announcement that EU chiefs
want to freeze loans to South
Africa — while boosting similar
facilities for the Middle East, east-
ern Burope and South America.

EU officials:said the ban was
in response.to news of an out-
break of the often-fatal Congo
disease, which has struck more
than a dozen workers at an
abattoir in Oudtshoorn m the :
Eastern Cape. :

“We were notified of thls
some days ago,” said Gerry Kiely,
an E1J farm spokesman. “The dis-
ease has a‘mortality rate of
25 percent,. and we have decided
on an immediate ban.” R

A team of EU experts is to
travel to South Africa to assess
the scale of the problem, and to
await the results of research to
establish the length of time: the
disease 1 temaing actwe in ostrlch
meat, ;

If, asbeheved there isno nsk
beyond. a day after slaughter,
exports may be resumed. -

The EU wés unableto produce
any statistics on the scale of
ostrich meat exports to Europe

.In Pretoria the, agrlculture

artment said yesterday it

e

would: object to the ban:because
the: outbreak was restrmfed {o

- Ostrich meat, which has“a low

* cholesterol content,-has become
- fashionable on European taples.

T
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Samantha Sharpe

CAPE TOWN — The European Union
{EU) is poised to slap a ban on imports
of all ostrich meat and live ostriches
from SA following the outbreak of Con.
go fever at an Qudtshoorn abattoir last
week — a move which could have a dev-
astating effect on the export-depen-
dent industry.

About 16-million tons of ostrich
meat valued at R58m is exported from
SA each year.

] Agriculture officials said they

planned to lodge an official objection to
the EU standing veterinary commit-
tee’s proposals that SA ostrich meat
and live ostriches be embargoed.

The EU ban does not extend to
leather, R400m worth of which is ex-
ported each year.

SA officials cry foul at EU ostrich han
2D 151 |96 Qg

=
The committee had undertaken to

" review itg decision on receipt of scien-

tific evidence that Congo fever could
not be transmitted to humans through
the consumption of ostrich meat.
However, an official objection will
be subntitted to the EU requesting the
reasons for extending the ban to the
total ostrich industry in SA, bearing in
mind that the recent outhreak was con-
fined to one abattoir only. “Although
the Congo fever is endemic in SA, the
disease also occurs in the rest of Africa,
the Middle East, Eastern Europe and
Russia,” the officials argued.
Oudtshoorn-based ostrich co-opera-
tive Klein Karoo sajd last week it
would destroy about 300 tons of ostrich
meat valued at Rdm, all of which was
slaughtered at the co-operative’s abat-
toir between October 22 and the out.-

—r O

bréak oﬁﬁ:‘fg\trgr ol: mger 4,

However, co-operative chairman
Chris Coetzee said the National Virol-
ogy Institute had no record of a person
contracting Congo fever by eating meat
from an infected animal, ‘

“We believe that the meat is safe for
human consumption. This is confirmed
by the fact that there has not been &
single cage of the disease being con-
tracted among the workers who cut up
and packed the meat after the carcass.
es had been cooled for 24 hours.”

The co-operative’s two Oudtshoorn
abattoirs would remain closed until
authorities had declared them safe
from further outbreaks of the virus. “At
the same time, a parasite control plan
for the farms of producers is being
drawn up to ensure that tick-free os.
triches are delivered to the abattoirs,”
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Cape Town ~ A South Aﬁ'ma,n entarian yesberda.y
celled theé European Union ban on South Africéin ogtrich
meat over health fears irresponsible and inappropriate.

“Tt is obvious that the action of the EU was based on
their trying to equate this outhreak with the English mad
cow disease,” said Reggie Oliphant, from the ruling ANC,

" who represents the capital of South Afriea’s ostrich
industry in the town of Oudtshoorn.

"Such an equation is quite obviously eomple’cely erro-
neous,” Oliphanit said in & statement.

R appeal to all concerned 'in the ostrich industry to
assist me-and the Government to ensure that tlus ban is
not put into effect.”

"The EU on Thursday banned imports of ostrich meat
‘or live’ ostrichesfrom South Africa because.of an out-
break of Congo fever among ostrich-abattoir workers in

. Oudishoorn Jast month, One worker died and 16 others
were treated in hospital.

‘Ostrich meat gained popularity in Europe aﬂset' sclen-
tisis said mad cow disease might be passed on to huma.ns
who ate beef from infected anfmals.

The EU ostrich ban I8't0'be reviewed in Febiuary, or
sooner if new evidenee emerges about the effect of eating

. ostriches'that have been biten by the ticks that carry
Congo fever.

A spokesman for the Litlle Karoo Co-operative in

Oudtshoorn which produces about 80% of- world ‘ostrich
" products, said funds would be made available {6
research the implications of eating osirich meat. -
Reut@rs
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uropean
Union (EU) ban on imports“of
South African ostrich meat ig'sei-

. entifically unjustified and a plot

to cripple the R58 million-a-year

© export industry, top veterfnari-

ans said yesterday o e

Elise Langenhoven, the'prin-
cipal state veterinarian responsi-
ble for animal export and import
control, said yesterday that the
bani-which-followed a Congo
fever (CCHF) scare at the Klein
Karoo..Co-operative abattoir,
lacked scientific foundzjtiqx_;f}' -t

Langenhoven saig- Congo
fever, which was endemic to
South Africa, was also endemic
to Namibia, Botswana and
Zimbahwe. o

“It is not clear why a distinc-

. B . . o W
tion has“been made befween

ostrich meat and other red meat
from the region. If they had
wanted to be totally balanced and
scientifically justified, they
would have closed down these red
Imeat exporters too,” she said.

“Besides, none of the other
ostrich:abattoirs were affocted by
the outbreak.” ‘

" Veterinary sources suggested
the ban'had been imposed to crip-
Dle the ostrich Industry and open
EU ‘doors to countries like
Britain, Australia and America.

“For some time, they:have
been trying to get us to stobmar-
keting;ostrich meat, -Convenient-
ly for them, CCHF broke out."-In-
stead‘of asking for extra testing
Or guarantess, they just stopped
all exports,” . \ ot

" Thebah comes in the wake of
price-pkotection appeals by some
Australian farmers claiming
South-Africa had dented interna-
tional ostrich meat prices,

- Erwan Fouere, the BU ambas-
sador?denied the allegations yes-
terday-and said the ban was fo

* safegitard public health and

maintain consumer confidence
in thé'quality of ostrich meat.

s : ¥
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EUROPE $ ban on the import of
South,/ -African ostrich meat could
be lifted within weeks — if & Buto-
pean: Union expert gives the birds
the all-clear.

The EU last week banned the
import of all ostrich meat from
South Africa — which amounts to
some 800 tons a year and millions
of rands in revenue — after an out-
break of Congo fever in Oudts-
hoorn that claimed one life and
hospitalised 16 people who worked
with ostrich meat in an abattoir.

“The EU's standing veterinary
committee wiil reconsider the ban
once an expert has visited South
Africa,” said Mr Johan Reyniers, an
official with the EU. “Ttisup to
South Africa to convince him that
they have taken full measures to
eradicate:the disease.”

He dld not know when the
expert would Jeave Brussels, but

G)rourry

ft ostrich ban soon |

said it would be soon and that it
normally took only a week to com-
plle a report, from which the com-
mittee would make its decision.
-"We think this is a small-prob-
lem, it was simply a question of

“The ban is unfair and
not founded on scien-
tific evidence that the
meat was infected with
the Congo fever virus.”

safeguarding people here, for
whom there was a danger,” he said.

But local producers criticised
the ban yesterday, saying it was
unfair and not founded on scientif-
ic evidence that the meat was
infected with the Congo fever
virus,

Mr Pieter Strijdom, of the
National Ostrich Processors’ Asso-
ciation and a representative of the
South African ostrich farming
industry, said yesterday that
ostrich farmers hoped tobe givena
hearing by the EU’s veterinary

. (;onmuttee on December 4 or 5, -

He said his assotiation, which
represents tanneries, abattoirs and
de-boning plants, had commis-
sioned the Onderstepoort Research
Station to conduct tests on the
ostrich meat so they “can go into
the EU hearing with proper scien-
tific evidence”.

He said farmers who continued
to slaughter their ostriches if the
ban was finalised, stood to lose
only about R200 a bird as only the
steaks were exported.

An ostrich carcass is usually
worth between R1 500 and R1 600.

He said, however, that many
farmers would postpone slaughter-
ing their birds.
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Safcol earnings plunge
as tough year looms

ROY COKAYNE @E&W

Pretorla — The South’ Afrlcan‘

| Forestry Company (Safcol), the

forestry parastatal, failed to meet
its targets in the year to June 30
Wlth garnings slumpmg 41 per-
cént o 43(: a share compared
with 7,3c in the previous year. -

Net income before extraordi-
nary items fell 41,3 percent to
R19,22 million compared with
R32,75 million last year in spite of
a surge in turnover, 30 percent
higher at R466,83 million com-
pared with R359,97 million in the
previous period. Capital invest-
ment rose 118 percent to
R88,896 million.

Return on assets fell 24 per-
cent to 5,9 percent from 7,8 per-
cent in the previous period.

A dividend of R5 million,
which represents 26 percent of
the aftertax profit before exira-
ordinary items, has been recom-

creer 1ae [nlab
mended to Safcol’s sole share-

holder, the government,
Dave Gevisser, Safcol’s chair-

‘man, said-the parastatal: was

“anticipating a year ahead in
which it will be difficult to show a

- profit”.

Gevisser hlghllghted three
unusual items in the company’s
results. Safcol’s bottom line profit
was affected by expenditure of

more than R4 million on corpo-

rate social invesiment,

The net income figure looked
stronger than it was because it
contained the proceeds of a large
insurance claim resulting from a
sawmill fire, ‘ _

Finaily, last year the company
sustained considerable fire dam-
age for which Safcol was self-in-
sured with an internal general
insurance fund.

This required a boost and an
additional R11 million was trans-
ferred to the fund during the year
under review.

toh




A/gﬁculture official supp

Frangoise BoTHA

Johannesburg — Frans van der
Merwe, the director-general of
the agriculture department, has
come out in support of the Euro-
pean Union's ban on the export of
South African ostrich meat de-
spite an outcry by two leading
veterinarians.

Van der Merwe said last week
that South Africa appreciated the
EU commission’s concern for the

safety of consumers. The ban fol-
lowed a Congo-fever scare in
QOudtshoorn in which one worker
died and 15 others were treated
for the disease.

Van der Merwe's statement
came in reaction to charges by
leading veterinarians earlier in
the week that the EU’s move
lacked scientific justification and
was part of a bid to cripple the
ostrich-meat export industry.

Van der Merwe said his

orts Osnpch
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department accepted that a re-
view of the ban would only be
possible if supported by scien-
tific evidence.

The health department’s Na-
tional Institute of Virology, the
Agricultural Research Council,
the Klein Karoo Co-operative and
the Directorate of Veterinary
Public Health are conducting re-
search to establish the risks
posed by ostrich meat.

The results of the research

-meat ban
G ouiiro

will be made available to the EU.
If necessary, a South African-del-
egation will travel to Brussels to
give further evidence.

Van der Merwe said that
though the outbreak of Congo
fever had placed the ostrich in-
dustry in an unfortunate posi-
tion, it was necessary to wait
until the results of the research
were made available before doing
anything. The results are due out
in six to eight weeks.




. with the prevlous loss of
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South, rica s. largest 1ntegrated_.

‘ broiler producer has taken a
giant leap in its bid to achieve a
focuséd and sustamed turn
around o ,
" The company part of the Rem—

brandt stable; yesterday reported -

an operatmg profit before excen-

tlonal items of R34 million for
the financial year to March 31,

agamst a loss of R146,9 mllhon
last, tlme. ‘

" Bveén- though some analysts-
expected the company to swing
back into the black on the atirib-
utablé level, Rainbow substan-

"+ tially reduced the ‘attributable

loss to R13,5 million, compared

"'R268,4 million,

% This translates into a loss a
* ghare, on a fully diluted basis, of

0,7c, compared with the previous

loss of 21c. A dividend was not '

declared.

Analysts said’ 1mprovements'
were: substantial, ‘given the -

volanhty in international mat-
kets, which exposed the local

poultry industry to.an éven-

greater threat of low-priced im-
ports in-the past year. -

Analysts expected the compa- -

ny;to swing back to “its former
glet;y” in the year to March 2000
They sdid Rainbow had madé

0 IBut the company whlch is
operatlng in what some commen-
tators have descnbed as one of
the toughest years in the.R5 bil-
lioh'a year poultry industry, was
still not over its hurdles yet.
‘While.-the poultry industry

self to consumer: requtrenients

R2 14 billion In the prevmu year ‘

QPouu‘R‘r’

Rambow

Od Nov Bec .lml Feb Mor Apr
Q8 Souice!! Reulers

had applled for antl-dnmpmg
measlires against the US, chicken

diverts from Russia contmued to
. flood the local market analysts

said. : T
Yannick Lakhnatl, the ch1ef Vi
executive officer of Rainbow, said
the results corresponded with the
first phase of a recovery process,
which began with restructurmg
inlate-1997. o

The past year had been £8sen-
tially inward-foctised to establish
cost competltlveness and ahgn it-

‘had shown encouraging preress
'm the past year. Although pro-

dizction volumes ended the year

25 percent 1ower than the previ-

ous year, more stable prlce rea11

+ Epol, the animal feed. t opera
tlon, continued to be prot_'itable
despite pressure on margihs.”

Rainbow shates gaihed 1c to
close at 40c on the JSE yesterday




COMPANIES B}'ozler producer bucks the mdustry’s negative trend

NatChix crack§ a
T (k)2

STuART RUTHERFORD

Durban - National Chick
(NatChix), the day-old-broiler-
chick producer, bucked the nega-
tive trend in the industry by post-
ing a 45percent rise in
attributable profit to R10,6 mil-
lion for the vear to September 30.

The company lifted its
turnover to R96 million from
Re3,7million. Operating income
before depreciation and interest
rose stightly to R18,5 million from
last year's record R18,3 million.
Headline earnings a share rose
23,8 percent to 39.4c..4A dividend of
7¢ a share has been declared, the
first dividend since the com-
pany’s listing.

Mike Walne, NatChix's man-
aging director, attributed the
results to siightly higher volumes,
improvements in NatChix's pro-
duction process end tax conces-
gions from its expansion.

Tax allowances on capital
expenditure, which totalled
Ro5million for the year, reduced

.-the Recelver’s take to R460 000
from R3,5 million last year

The halance sheet reflected a
substantial improvement in gear-
ing because of the cash raised
through the listing. The debt-
equity ratio was down to 28,4 per-
cent, well below the group’s target

2&?

i:w.

i

of 45 percent and last year's level
of 176 percent,

Walne said that though
earnings were about RG600 000
short of the prospectus forecast,
they were satisfactory consider-
ing the adverse conditions which
prevailed in the industry “I hope
these results will indicate we are

% rise in profit

3 ) PoulT K

i

HATCHING RESULTS Peter Eckford (lgft), NatChix's manager of the KwaZulu Natal hatchery
project, with Mike Walne, the managing director, a

in a different sector to the other
three companies in chicken pro-
duction, which are integrated
chicken producers,” he said.

He said he believed the broiler
industry in southern Africa
would return to profit in the next
financial vear because of falling
chicken imports, increased con-

nd Gavin Jardine, the financial divector

sumption and more stable feed
prices. .

He said NatChix was posi-
tioned to take advantage of this
upswing, with its production like-
1y to rise an average of 1,25 mil-
lion chicks a week next year,
while it continued to benefit from
tax concessions.




Samantha Sharpe

CAPE TOWN — A delegation of
veterinary experts is heading for
Brussels next week in a bid to con-
vince the European Union (EU)
that it should revoke its ban on the
import of ostrich meat from SA.

The EU prohibited members
from importing SA ostrich meat
last month following an outbreak
of Congo fever at ostrich co-
opgrative Klein Karoo’s Oudts-
hogrn abattoirs.

About 16-million tons of ostrich
meat valued at R58m is exported
annually from SA, the bulk of it to
European countries.

P
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Agriculture department chief
director veterinary services Paul
Bosman said a group of veterinar-
ians planned to meet representa-
tives of the EU’s standing veteri-
nary committee to brief them on
the outcome of scientific tests
made subgequent tothe ban.

The EU committee had under-
taken to review its decision on re-
ceipt of secientific evidence that
Congo fever could not be transmit-
ted to humans through the con-
sumption of ogtrich meat.

The tests, while incomplete,
showed no difference between
Congo fever’s effect on mammals
and its effect on ostriches, making

P”tmgﬂf ostrlch ban

it as unlikely for the disease to be
transmitted through ostrich meat
as it was through beef.

“However, the briefing was re-
quested at the time the ban was
initially imposed and is likely to
be only the start of further discus-
sions,” Bosman said.

Meanwhile, Klein Karoo said it
had restarted production at its
two abattoirs.

The EU ban excludes leather
and feather imports, and the co-
operative sajd the meat that
would have been exported was be-
ing frozen pending the outcome of
the delegation’s talks and a pos-
sible reversal of the EU decision.

v el
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NATIONAL CHICK @Pcu LTRY

LOOKING FOR RECOVERY

e o] TQSF
Conditions were difficult for the poultry
industry last year. A sharp rise in feed
prices and a flood of cheap, imported
chickens knocked the main producers,
as was evident when Rainbow Chicken
and Choice Holdings reported results.

Against this background, newly listed
National Chick (NatChix) produced a
solid set of maiden figures. Growth in op-
erating profit and attributable income fell
a bit short of prelisting forecasts but are
nonetheless sound. And the forecast div-
idend of 7c a share was met.

There are also clear signs that NatChix
is on course to meet its twin listing ob-
jectives of degearing the palance sheet
and expanding its operations to meet in-
creasing demand for the day-old chicks
produced by the comparty.

Debt has been sharply reduced (see
table) and the number of hatcheries op-
erated by NatChix will increase from four
to six this financial year.

MD Mike Walne says a new hatchery in
swaziland began production a month
ago. The hatchery is expected 1o reach

ACTIVITIES: Produces and sells day-old

chicks for the broiler indusity. Also pro-
duces animal feed, mainly for own usc.

CONTROL: Gambier Holdings 50,65%. Effec-

tive control is with directors.

CHAIRMAN & MD: M Walne

EY CAPITAL STRUGTURE: 31,7m ords. Market
capitalisation: R82,.3m.

SHARE MARKET: Price: 260c. Yields: 2, 7% on
dividend: 15,4% on earnings; p:e rato, 6,5;
cover, 5,6. 12-month high, 425¢; low,
240c. Trading volume last guartet,
292 000 shares.

Year to September 30 '95 '96

R S

ST debt {Rm) 18] 15
LT debt {Rm) 14,3 2,1
Debt:equity ratio 289 Q17
Shareholders' interest 0,18 062
|nt & leasing cover 313 359
Return on cap (%) 270 182
Tutnover (Rm) 237 96,0
Pre-int profit (Rm} 158 154
Pre-int margin (3%} 189 160
Earnings (c)1 32 39
Dividends (c) — i
Tangible NAY (c) 78 161
1 Headline,

breakeven by the end of February and
become profitable in the second half of

Natianal Chick

Cents
390

imported.

NatChix has some protection against

1"596] b ssoungz:l-nund ) 1nF1197a
the financial year.

) Building work has started on another
in Botswana.

Walne’s forecast for the industry is
fairly upbeat. He believes the local
broiler industry will recover, mainly be-
cause the devalued rand and a 27% ad
valorem tax should stem the tide of im-
ported chickens.

He also notes that stability appears to
be returning to feed prices, though this
depends in part on the rand and its effect
on the costs of feed components that are

feed prices as it runs its own feed mill.

) But the erratic share price movement
is puzziing. It is possible that the issue
price of 375¢c when NatChix listed in April
was a bit high, but the volatility of the
share price in recent months does not re-
flect the steady results.

Apossible reason is that NatChix tends
to be lumped together with the major
broiler producers in the eyes of investors.
Walne repeatedly tries to explain that, as
an independent, non-integrated pro-
ducer, NatChix escapes much of the
cyclical pressures of the industry.

He points out that though the broiler
industry was in downturn last year,
NatChix increased its sales of day-old
chicks. But it will probably take time for
this to become clear to investors.

An historical p:e ratio of 6,5 looks far
too low for NatChix. Investors who take

time to look at the company could be
well rewarded. Shaun Harris O(




Poultry chief 'cas'ts' doubts
Og'mdust
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STuART RUTHERFORD

Durban — The troubled
poultry industry may not
stage the expected recov-
ery this year, Zach Coetzee,
the executive director of
the South African Poultry
Association, said yester-
day.

Coetzee was reacting to
recent reports that the in-
dustry was set to return to
profits following the ex-
pected drop in the maize
price, the devaluation in
the rand and increased
consumption.

He said any improve-
ment in the feed price had
to be seen against the back-
ground of the 44 percent
increase in the price of
feed between January 1995
and October 1996.

“Prices were low for

much of last year p1ck1ng
up between mid-October
and December, and we only
expect poultry prices to in-
crease by an average of 5
percent this year”

November retail fig-
ures, supplied by the Cen-
tral Statistical Service, in-
dicate that the price of one
kilogram of chicken
reached R11,36 compared
with June’s R10,29.

‘With regard to the
falling value of the rand,
Coetzee said that while it
helped curb imports, it had
a drastic impact on the
cost of imported inputs.

“In theory it is in our
favour in the medium
term, but in the short term
we have to spend more
rands on the feed products
— like oil cake and fish-
meal — and we can’t up

revwal
y (1193

our prices immediately”

Coetzee said he had been
encouraged so far this year
that there was no dramatic
drop in demand for broilers
following the Christmas
binge, which had helped
prevent the normal price
drop.

Demand

He said he would not
want to speculate whether
the strong demand would
continue, but pointed out
the larger integrated pro-
ducers were better posi-
tioned to capitalise on any
surge in demand.

“If there is a upturn,
then the big guys who con-
trol their own chicks are
betfer positioned to meet
the demands,” said Coet-
zee,

this year

“For the smaller pro-
ducers, especially new
entrants, the lead time for
day-old chicks is about 18
months,

“Poultry is a high-risk
industry, and there is an
incorreet perception that
it is & constant money-
maker,” he said.

The SA Poultry Associ-
ation has indicated it
would lobby government
again this year to increase
the 27 percent ad valorem
tariffl on poultry imports
to protect the industry
against drops in interna-
tional prices,

Coetzee said, with the
latest fall in the interha-
tional price of certain
poultry cuts and the value
of the rand, a tariff of be-
tween 65 and 70 percent
would be needed.
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When CE Neil Morris (55) takes early re-
tirement at the end of March, Hunt
Leuchars & Hepburn (HLH} will become
little more than a desk drawer holding
company.

Morris will not be replaced and the
head office will have no executive direc-
tors. The office will be left with a finan-
cial manager, Brian de Kletk, and a few
support staff. Their task will be limited to
consolidating ac-
counts and acting
as the company
secretariat.

The strategic di-
rection of the
company will be
determined by the
| operating boards
of  subsidiaries
Rainbow Chicken,
Robertson’'s and
Transvaal Sugar

. (TSB). The boards
Neil Mortis will have signifi-
cant representa-

- tion from HLH
parent company Rembrandt, which will
now have a more direct influence on its
food interests.

Rembrandt’s returns on food have been
disappointing. There have been cumula-
tive attributable losses of over R65m from
Rainbow since it was acquired in 1989.
TSR is normally far more dependable but
a drought hit Mpumalanga when the
company commissioned its second mill
at Komati; it lost R88m in the year to
March 1996 (with R56m attributable to
Rembrandt) and will return to profitability
only in financial 1998.
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‘a 'year from farmers to promote

the R800m-a-year ostrich export industry.”
-Exporting abattoirs had also agreed to
" pay-about‘R3 a bird towards research and
‘| industry development. /. .
t4-Strydom said details were. still ‘being
lised, but the idea:wai that all chicks

3 histor

rsmm lant: were due fo comi

Willem Burger said
atthe systemn: uldb

European. |

T i EU)ban 1 SAost‘.rxc 'mea' .cou.ldbei -

1 ted "for the export market Teceived-a -
Jmie ch;p implant that;:reglorded the b1rd s-f.

uLd'I&?en accept’only birds: carrying the




: ='.;ture has arinounced. - :
. “The ban was unposed on November 14 last year :

because ‘of an outbreak of Congo fever atan ostrlc
abattomeudtsho o
“The ban was hfted by the European Comrmssm
1 onWednesday R
-+ 'This followed mtensnre negotlatlons Wlﬂ‘l Sou B
: Afr"‘ 2, o1 guaranteeS’that ostrich meat and 1ive.
08 es:‘exported to Europe did not pose a Tisk of;

' the dlsease the dep tsa1d Staff Reporter
CAHR ar?ﬁf‘
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i yﬂ.ﬁm mﬁocmmb OoBHEmme EQ
fhad mmum& conditionally tolift the

“meat and lve ostriches . —.a re-
ﬂ ‘triction it indtituted last Novem-

{iher aftér the outbreakiof Crimean .

MOobMo wmﬁumn?mmﬁm_bmmmuooo?
owmumﬂqm in Cudtshoorn..

.H__um mﬁmb&bm 4@&@:.55 com- -

w.. .

i:ban: on- the. export .of . SA ostrich ;

~mittee of the EC voted in mmdaﬁ. of
.the-unbanning:after: receiving-a
.guarantee that the meat-exported -
s:to European Unioh (EU) countries -
sposed no risk of the; &wmmmm being .
) wumme&..mm 3 WEmem or omw@w .
_;,.omgngm

='The. mmﬁmuoﬂ ﬁoﬁm rm H.mgmmm
moHEmﬁuw by the commisgion short-.

1y, Dr-Gideon Bruckner; director
.of 4m§b§ uﬁEE wmm#r in m>

v .# _» b sm
mmum ‘At least 17 workers who han-
idled .ostrich-meat had contracted

< Crimean: Congo-fever. and one fa-.

fality ~ had -occurred,. . E&EE
xmo:Hnmm said. . -

< Bruckner said rm Was. nobmnmﬂw
&Wm -guarantee-would not be bro-

~ken. “We understand the: &mmmmm :
‘better and .based: on our experi- -
rice with it-and the tests we con-
ucted sdfier the cutbreak-we were

nS/

ina position to give an undertak-

..“Ew.ﬁwm.nwb omwﬂnwgmmw ﬂo&mwm
i ,,mm.mm !

“The - dmwmﬁbm.q ocHEHEamm

‘ SoEP allow.only certified imports
-of ostrich. meat and live ostriches

to. EUJ member countries. Certifi-

 cation ; réquired . that -ostriches

were isolated in tick and rodent-

. free:suitoundings for.at leasi 14
» mm%m UES.S mHmﬁmEumu and “either

(BYPou Ty .ﬁ.

cm:._n:

to verify they were tick-

#mm or ﬂmm&& to ensure that all

ticks on them are destroyed.”

Live ostriches would be sub-
jected to the same conditions. for. .
three weeks prior to export and be
tested for the presence of antibod-
ies against Crimean Oeumd mmﬁw. ,

_before being exported.

Most of the export omgoup mvmn.
toirs in SA had already started

taking steps to meet the certifica-
tion Trequirements, Bruckner said.
The condition imposed by the
veterinary committee would: also
apply to other countries, such as
Namibia and Zimbabwe.
Willem Burger, assistant man-

‘ager :for research and

develop-

ment.af, Klein Karoo said the co-

operative wa
w»m been lifted.

8: Hdrmqma the ‘ban




;.Europé:"-"lwiﬂfts ban on SA ostrich meat

, Cape Town — The ‘ban on the ex-
| port of ostrich meat and live os-
; triches from South Africa to Euro-

ean Union countries has been

t lifted, the Department of Agricul-

_ ture has announced.
The ban was imposed on No-
vember 14 last year after an out-
break of Congo fever at an osjrich

Ao jo0]s

s)PouTryY

 abattoir at the Oudtshoomn Klein

Karoo Co-operative. 1. " %
The European Comumission -
lifted the ban last week -after |
intensive negotiations with SA on
guarantees that ostrich méat-and
Tive ostriches exported £0:the BU
did not pose a risk of transmitting
the disease, —Own Cortespondent.
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Poultry, pork %}}ffs onmen

Simon Barber

WASHINGTON —The US would press
SA not to raise tariffs on poultry and to
remove barriers to pork imports, Agri-
culture Secretary Dan Glickman said
before leaving to take part in this
weekend'’s meeting of the 1US-SA bina-
tional commission.

Glickman, who will be having talks
with SA Agriculture Minister Derek
Hanekom, said he would also urge the
government to rescind its decision not
to accept US wheat grown in areas
where there had been occurrences of
karnal bunt, a fungus that damaged
wheat but was harmless to humans.

The US is concerned that govern-
ment will give in to pressures to hike
tariffs on poultry. “I'll urge them to
stand firm,” Glickman said. Any in-
crease would be “unfair” to both US
producers and SA consumers.

er irritant fo
requirement that pork be shipped
frozen. “No other country” imposed
this, Glickman said. “The science iz not
there to support it. P’m hopeful (the
South Africans) will come to the same
conclusion as everyone else.”

On the wheat issue, Glickman noted
SA inspectors had visited the US last
year to judge the “integrity” of the US
inspection system. They evidently
were not persuaded that it was good
enough+o keep karnal bunt out of SA.
“T"l urge them toreconsider.”

The US ran a heatthy surplus in the
trade of agricultyral, fish and forestry

roducts with 8A last year. Exports to
A rose 70% to $330m, while imports
from SA grew only 30% to $121m.

Sapa-AFP reports from Brussels
that European Union (EU) officials
said yesterday the E1J had cut by 10%
the subsidies it paid to EU farmers on

beef to southern Afi1c8 follow-
ing protests that cheap EU squllies
were hitting the income of poor live-
stock producers in the region. Howev-
er, the move fell short of SA’s demand
for the subsidies to be phased out al-
together. “It is a move in the right di-
rection but we do not see it making that
much difference,” an SA official said.
The row over beef subsidies under-

lines broader tensions over trade and
development that have hampered
progress towards an EUJ-SA free trade
agreement. The EU subsidies have had
a particularly negative effect on the in-
come of beef producers in Namibia and
Botswana. toria has also com-

lained that while subsidised EU beef

ows into the region duty-free, it has
no prospect of exporting to Europe be-
cause of the EU’s high tarifflevels.

The EU is determined to exclude

beef from any free trade deal.

L ————




Business 87

TR IR (2 PO

FOwWL PLAY C!

il alat

Feathers are flying amang poultry pro-
ducers over an invasion of North Ameti-
can drumsticks that could slaughter the
already beleaguered R3bn/year industry.

The incursion has already begun and
more “leg quarters” — up to 40 000 t, by
one estimate — are said to be on the way.

Ameticans are pecky when it comes to
eating chicken. Only the breasts are
good enough. These wholesale in the US
at the equivalent of R17/kg, enabling
producers to dump the legs at a knock-
down US30c around the world.

In discerning SA, a bird’s legs are a
flagship product. Drumsticks scraich up
a 35% premium on the rest of the bird
and bring big profits to producers. Now
the influx from the US threatens to de-
stroy the whole product mix of the local
industry.

An upmarket store in Rosebank was
this week selling drumsticks at R19,99/
kg. Nestling among them could well have
been the advance guard of their Ameri-
can cousin, whose landed price on these
shores is a bare R5,50/kg. Just to produce
the local brand costs R8,30/kg.

The retailers may be cock-a-hoop. But
for the producers, it's a big flap. “We've
seen this leg quarter situation getting out
of hand,” says Zach Coetzee, executive
director of the SA Poultry Association.

“The retailer makes his cut, irrespec-
tive. He's the only guy who has a con-
stant profit situa-
tion. Were in a
squeeze, and then
the retailers use the
imported preduct
to force our pro-
ducer price down.”
Coeizee says fthe
us drumsticks
have already
gained a hold here.
“Prices are drop-
ping far below pro-
duction costs In
certain areas.”

County Fair is
one of the top
seven SA poultry
producers (620 000
broilers/ week). .
Nick wenltzel, poul- |
try division chair-
man of County
Fair's owners, Tiger

Oats, says: “The Russians have stopped
buying brown meat {leg quariers and
wings) from the US. Now the Americans
are trying to dump it here. We've heard
ships are on the way.”

Formerly, cosseted by protection and
tariff rates, the industry scraiched along
well enough. But since deregulation in
1994, preducers have found that facing
the real world beyond the coop is some-
thing of a survival exercise.

The retail price of dressed chicken has
soared 150% since 1990, when it was
R4,5/kg, to R11,36 last November. And
imports have increased, from 24 291 tin
1991 to 96 000 in 1995,

Rainbow, SA’s largest producer (3,5m
broilers/week) reported a R164,4m loss
for the half-year o last September.

There’s a duty of 27% on imported
poultry. And as part of a plan to save the
local industry the SA Poultry Association
is seeking to have this increased to 64%.
A Department of Trade & Industry (DTI)
decision is imminent.

Jacob Graaff of the National Productiv-
ity Institute, which was retained by the
Poultry Association to prepare its case to
the DTI, says: “Here 80% of all the broilers
sell as whole birds because most people
want to see a whole bird on the table.
The affluent part of the market buys the
value-added product, the drumsticks.

“But that market now suddenly gets
ripped out from under with this brown
meat from America. The industry knows
it'sin trouble.”

Graaff describes the 64% import duty

application as a request to government
for intermediate cover. “This will then
give producers time to address core prob-
lems. At the end of a four-year period, we
will be competitive and government can
take the tariff to zere and go jump in the
lake.” jack Lundin
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Poultry groups beat

breasts on fmports

i
{ STUART RUTHERFORD

Durban — The future of the
South African poultry industry is
henging in the balance as desper-
ate local producers consider join-
ing the growing band of chicken
importers to avoid financial ruin.

Several industry sources said
there had been talk that Rainbow
Chicken was now importing an

unknown quantity of chicken..

Dave Marlow, the chairman and
spokesman for Rainbow, was not
availablé for coniment yesterday.

Zach Coetzee, the executive
director of the SA Pouliry Asso-
ciation, said yesterday that
pouliry producers simply could
not compete with cheap imports,
particularly with a strengthening

rand. o

“If the present tariff struc-
 ture continues we will bein 2
position where South African
pouliry compatiies will become
regular importers of pouliry, and
we cut production and retrench
people,” said Coetzee.

“Early last year four of the six
major poultry companies would
have started importing if the
rand hadn’t dropped and made it
less lucrative” "

. Connie du Toit, the managing

director of Earlybird Farm,

| which has about 14 percent of the
market, said yesterday his compa-
ny was seriously considering im-
porting chickens. He said, howev-
er, this would be done carefully.

_Earlybird still placed some faith
in the government to raise import
duties. -

Nick Wentzel, the poultry divi-
sion chairman of County Fair's
owners, Tiger Oats, said the com-

~ pany might lock at importing

R

o LTRY

some value—addéd.‘];;ﬁoducté, pro-
vided they could not be made lo-
cally. “We believe you cantiot play

" two games: on one side you import

and on the other side you main-
tain your labour production.”
Coetzee said he led a delega-

" tionof white and black farmers to
‘the trade and industry depart-

ment vesterday to protest against
the closure of local farms and lack
of government protectiorl.

“The small guys can climb out '

and climb back when conditions
are better if they can find new
capital, but the larger companies
have to decide on whether to im-
port or continue to produce at a
loss,” he said. :

The Poultry Association is
lobbying for an increase in the ad
valorem duty on imported chic-
ken from 27 to 64 percent, phasing
down to 44 percent in 2002,

A trade and industry depart-

'ment spokesman said the board

on tariffs and trade was investi-
gating the applicgt_ion and had yet

“to make a-recommendation to the

trade and indusiry minister:

Derek Hanekom, the midister
of agriculture, said this week the
government would take a look at
tariffs ‘on poultry “I think there
may be an argument for increased
tariffs, although I'm not commit-
ting myself to anything.”

Coetzee said it was naive to
think cheap imports were supply-
ing food to the nation. “We are
killing our own people, the-impor-
ters are simply profiteering.”

He said local co_rqpanies pro-
dueed the value-added leg quar-
ters at about RS a-kg; while im-
ported guarters were fetailing at
R5.90, after a hefiy cut taken by
the middieman.
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Nicola Jenvey @f’o ULy

DURBAN — Chicken producers still faced
the threat of high maize prices and com-
| petition from cheaper imports, despite in-
dications that the broiler industry could
benefit from a more stable year in 1997, SA
Poultry Association spokesman Zack Coet-
zee said at the weekend.

The maize crop would be smaller than
originally expected if sufficient rains did
not fall within the next few weeks, which
could push the feed price up.

On chicken imports from the US, Coet-
zee said government had to decide whether
it supported job opportunities and security
or the importation of cheap meat. Chicken
farmers were in business to make profits

(Cheap importsa

and would have no alternative but to re-
trench workers if the landed price of im-
ported chickens was “substantially below”
SA production costs.

The poultry association is lobbying for
an increase in the ad valorem duty on im-
ported chicken to 64% from the present
27%, phasing down to 44% in 2002. Coetzee
said these guidelines — based on the Na-
tional Productivity Institute finding as the
necessary level for the SA broiler industry
— were significantly below World Trade Or-
ganisation (WTO) provisions of 83%. They
would promote stability in an industry that
had been hobbled by disease, cheap imports
and poor results for several years, causing
serious competitive disadvantages relative
tothe US.

worry to chicken producers

The application was being reviewed by
the Board on Tariffs and Trade and a rec-
ommendation would be made to the min-
ister of trade and industry once the inves-
tigations were completed.

Coetzee said the SA industry was com-
mitted to solving its problems of disease
and mortality, feed prices and labour dis-
putes which contributed to high production
costs, but solutions required time.

He said that the US demand for chicken
slanted the portions available for export, as
the US marlI(]et essentially required chicken
breasts. :

The rest of the bird was being whole-
saled in SA at R5,90/kg after a hefty cut
taken by the middle man, while SA produc-
tion costs placed the product at R8/kg.

- A
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Rainbow losses -
“will be st

t
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LOSSES at Rainbow Chicken

for the financial year to March
were, likely to.be smaller than .

anticipated, mainly due to high
chicken: prices and a reduction
in borrowings, analysts said
yesterday. . S

' The company reported an ‘at-
tributable loss of R164,4m in

the’gix . months to- September |-

(1995 interim loss: R57m) after
selling prices. dropped and feed

4 prices increased. Full-year logs-

&8 wereexpected to be between
about R220m and R250m.

: - - However, analysts polled put
- the, loss for the second half at

between ' R25m and R56m, giv-

| ing fully diluted share losses of

between- 20,8¢ and 24c. They

-said inereases in poultry prices,

effective from September, were
bound to cut the Hunt Leuchars

& Hepburn subsidiary’s losses
“sig'm.%

e
hificantly”. | .

A rights issue last year,
which generated about R750m,
had reduced the debt to equity
ratio. . One . analyst expected
interest. charges to be cut to
about R6m in the second half

,from R56,3m in the first half -
.. Another .analyst expected .

Rainbow to retarn to the black
in financial 1998, helped by feed

.prices remaining static or in-

creaging only mmarginally: this

T year.” Feed costs added about

45% to production costs. . -

“Rainbow chairman Dave-

Marlow said higher local chick-
en prices had in part been offset
by icheap imports: of. chicken,

primarily from.the US. Howev- "

er, Rainbow had not been hit to

| the degree it eould have been as

consumers opted for quality.

aller”
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Waiting for
revelations,, i,

Management is keeping ihe market
guessing about the huge losses

The next chapter in Rainbow Chicken's re-
covery saga is due for release in mid-May,
when the company delivers its year-end re-
sults. This will be the first pronouncement
from the company since it posted an interim
loss of R164,4m last November.

The blanket ban which management had
imposed on any disclosure has aroused crit-
icism and raised questions about sharehold-
ers' right to know what is going on in a listed

company.

p—
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Size of Rainbow loss <6l a mystery

=TS |G]|a7

RavIN MaHARAJ

Durban — The stony silence at
broiler producer Rainbow Chick-
en has made it almost impossible
for brokers to accurately forecast
its results of the year to March 31
this year,

However, those prepared to
wager a guess suggest the crucial
question is not whether Rainbow
will post a substantial loss but
how big that loss would be.

Most have placed their bets at
between R200 and R250 million,
with the more optimistic saying
the ailing company could well
have overstated its losses at its
half-year.

” Rainbow posted an attribut-
able loss of R164,4 million for the

six months to September 30 last
year. Along with a 44,6¢c a share
loss came an operating loss of
R80,7 million before deprecia-
tion, from a R2,5 million profit
previously. No dividend had been
declared.

Mitigating factors are a drop
in financing costs following Rain-
bow’s R825,6 million recapitalisa-
tion in July last year and sub-
stantial rationalisation aimed at
containing runaway costs and
crippling overstocking.

But the extent to which ad-
Justments have been made and
their efficacy remains a mystery,
largely as a result of Rainbow’s
moratorium on information to
shareholders since the appoint-
ment of Jorge Antonio Del Cor-

() Pourey

CAUTIOUS Neil Morris, the
acting MD of Rainbow Chicken

ral Tbarronodo, its Mexican man-
aging director,

The only guidelines came
from Neil Morris, Rainbow’s act-
ing managing director, when the
company was recapitalised. He

cautioned that although there
was reason for renewed confi-
dence in Rainbow, with the
10 percent increase in turnover
during the first half of the finan-
cial year and a return to normal
stock levels by the end of last
year, the company would have to
take a longer-term view of recov-
ery prospects.

According to industry
sources, while consumer demand
remains statie, chicken prices
have firmed since February this
year and imports have declined,
auguring well for the second half.

However, one analyst said it
was not yet clear how long it
would take for the upswing in im-
ports at the end of last vear to
work through the system.
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: BPURBAN -— "Rainbow Chicken’s at-
" tributable loss jumped to R223m for the
- yéar to March from last year's R159,8m,
J_ﬂmw_pc.ﬂwnm a continuation of'troubles at the
: ¢ihibattled chicken producer. - -
 JiEGThe Joss translated into a 60,5¢ earn-
 ¥§#igs a share (1996: 43,4¢ loss) in the year
i, %0 March. Prospects_for the next six
- 2*months remained grim; with group chair-
o Updan Dave Mailow
i Hm_..m..mmmwo theinterimstage.-+ ar - #r
VT On a fully diluted basis “the loss
+ ® atounted to 27,5¢ and the annual divi-

. Hepburn’s.-(HI

sdicting™ filvther ~ tributabléloss amointed to R89m.:

However, Marlow said yesterday the

-second period — with losses amounting to
‘R58,6m — had been materially. inflo-
enced by the rights:issue of 7% compul-:
-sory’ convertible jcumulative preference’
' ~.ghares in: September-and the share cap-

italisation in liew of preference dividends
atyeartend.. . . . . -
Parent company Hunt Leuchars &
) & 15's). share: jof ‘thé —at

1 Revenuewrose to R2,1bn (R1,8bn), but
thié opératingloss — hounded by the:¢lo-
sure of various loss-making facilities,

ricken’s losses refl

dend was againwaived.

write downs of stocks tonet realisable val-
1ue and a planned additional maintenance
of buildings and equipment — tumbled
another 66% to R133,5m.

' . Marlow said the 22,6% year-on-year .
- increase in feed costs had been fuelled by -
-international maize and feed constituents’
-shortages-and the depreciated rand when'

purchasing imported products.

(B)POULTR

BsD

- ‘mmined a top priority” and capital expen-

diture was being limited to depreciation
_flow-back and high-return projects.

Short-term borrowings were expected

to peak at the half-year stage when feed

raw material stockholdings were at a

7 maximuom, but Marlow said current un-

secured short-term borrowing facilities

. would provide adequate cover.

. Looking to the current period, he said
the stocks of finished prodizct wers “nor- -
‘mal” at the énd of March this year'and
prices were relatively firm, despite the. :
-~ongoing -imports of low-priced hindquar:#
ters from the US. Cash managemert “re-

However, while improved results were

" expected in the year ahead, Rainbow

would still report an interim loss.

Marlow said some benefits -of the in-
vestments into facilities and people
launched in 1996 should become evident

mﬁ..—-lﬁ*ﬂm. - &4 R

in tHe seeond half. e )

. HL&H reported an attributable loss of
R10,8m (1996: R66,8m), but Mariow said
the disposal of the timber operations cou-
pled iwith the Rainbow consolidation
meant the results were not comparable.

Fully diluted earnings a share trans-
lated into a 5,2¢ loss (41,3c loss) and the
annual dividend was waived. HL&H cur-
rently holds 81,9% of Rainbow’s equity.

Révenue increased to R2,5bn (R1,6bn)
which reflected Rainbow’s R1,1bn conftii-
butich. BL&H Sugar performance grew
43% to R599m, wiile Robertsons salesin- .
creased 13% to R827m.

ect continued
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Rainbow’s colours dim as the bad times g
e (pR)i]5197

Ravin MAHARAJ

Durban - The bad times are get-
ting worse for Rainbow Chicken.
The broiler group vesterday post-
ed its largest attributable loss of
R223 million for the year to
March 31, a 40 percent increase.
The result translated to a loss
of 60,5¢c an ordinary share (43,4c)
and no final ordinary dividend
was declared. Operating losses
before depreciation were R78 mil-
lion and losses after taxation
amotnted to R196 359. The group,
however, did slightly better than

forecasts by brokers, who placed
their bets at R250 million.
Rainbow said while results
were expected to improve in the
year ahead, it would report a loss
for the six months to Septem-
ber 30 this year. It said invest-
ment in facilities and people
launched last year should be-
, come evident in the second half.
The losses at Rainbow, which
reported an attributable loss of
R158,8 million in the comparable
period last year, were R164,4 mil-
lion and R58,6 million in the first
and second months respectively.

The results for the second six-
month period were influenced by
last year’s 7 percent rights issue
and the capitalisation share issue
in lieu of the preference dividend,

Interest payments decreased
to R62,8 million (R76,4 million}
following the recapitalisation of
the group at the half-year point.

The preference share issue led
to the effective fully diluted hold-
ing of Hunt Leuchars and Hep-
burn Holdings (HL&H) in Rain-
bow increasing to 82,3 percent.
The company became an HL&H
subsidiary on October 1 last year:

el worse

(= PounTey

Operating losses of R10,3 mil-
lion and R44 million for the re-
spective six months to Septem-
ber 30 last year and March 31 this
year reltated to the closure of loss-
making facilities, writedowns of
stock and net realisable value,
and planned maintenance of
buildings and equipment.

Capital expenditure of
R68.4 million (R43,3 million) was
incurred to improve efficiencies
in all operations. The group pur-
chased the Berlin feedmill from
Bokomo, who purchased the
group’s Port Elizabeth feedmill.
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White-meat demand and E; ol"s integration are reasons for hope
P g P

Ralnbow needs

to re

RaVIN MA;mRAJ

Durban — Rainibow Chicken Had
to invest in farming operations, -

contain casts and rebuild its
management if the ailing broiler
group was to return to profitabil-
ity in the full year, analysts said
yesterday.

But not all analysts were
pessimistic. The “fairly healthy”
demand for white meat and the
integration of Epol into a more
efficient Rainbow would allow the
group to “scrape in” a “tiny prof-
it” for the year;, one said. ‘

Rainbow posted its largest
attributable loss this week of
R223 million for the year to March
31, a 40 percent increase.

One analyst said spending was
not “anywhere” near satisfactory.
He said Rainbow was becoming
an embarrassment to Rembrandt,
the parent of the holding com-
pany, Hunt Leuchars and Hep-

12 IR RN

loge \mﬁ&‘il, ;
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95 . ) Q7

burn, which held an effective
82,3 percent of Rainbow.

If Rainbow was to return to
profitability, he said, a
management revamp was neces-
sary if it was to face strong inter-
national competition, especially
from the US.

Another analyst said the
group’s R750 million rights issue
had not been well received by

er(er)is|slad

revamp

ofitablllty

mmomty shareholders. “Man-
agement has to focus on the job
at hand, namely, containing
costs and procuring maize from
local farmers at good prices,” he

_ said. The market, he said, would

want to see an increase in the
chicken price, which was R7,60 a
kilogram, down from R7,65 a
kilogram.

The analyst said it was encour-
aging, however, that the demand
for chicken was “fairdy healthy”
and competition from importers
had subsided.

Epol, he believed, had an
important role in making Rain-
bow a more efficient operation.

If the rand did not take a
further tumble, Rainbow would
see a “tiny profit” in the full year.

Rainbow fell 16¢ vesterday to
close at 82¢. About 811 600 shares
changed hands.
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HE inarket voiced its
opinion of Rainbow
Chicken’s plunge to a
R223-million loss in the
year to March in the only way it
can — by chopping 16% off the
already shaky share price.

The effective ban on talking to
the press or to market analysts
is aimost as aggravating as the
results themselves, which do
not go far enough to explain the
reason for the company's con-
timued, massive losses despite
asgurances year after year that
steps have been taken to stop
the rot (which set in as far back
as 1990).

Although the extent of the
most recent loss was expected,
the share dropped l6c on
Wednesday to 82c¢, less than half
the price of a year ago.

The results show that revenue
was up almost 11% at R2.1-bil-
lion, but the operating loss wi-
dened to R78.5-million from
R25.9-million previously. This
loss includes provisions for clo-
sures of some facilities, write-
downs of stocks and planned
maintenance of buildings and
equipment.

“According to the directors,
“risk management has revealed
shortcomings in control in sev-
‘eral areas of Rainbow opera-
tions”, and these are being “rig-
orously addressed”.

The company's debt position
in the second half was aided sig-
nificantly by a R738-million cap-
italisation through a rights issue

FCOD INDUSTR
By MARCIA KLEIN

aimed at reducing borrowings
and enabling it to buy the re-
maining 50% of Epol Gearing
was reduced to 8% from 94.2% in
1996. Despite the considerably
lower debt burden, attributable
losses were R223-million from
R159.8-million. Broken down in-
to two six-month periods, Rain-
bow lost R164.4-million in the
first hali and R58.6-million in the
second.

The results announcement
said that new managing director
Jorge Del Corral, who has been
hailed as the man who could
produce miracles for Rainbow,
had made “good progress” inre-
building the management team
and improving efficiencies.

Rainbow said the cost of feed
increased by 22.6% due to the
worldwide shortage of maize
and other feed constituents
which have to be imported.
Costs were aggravated by a
weak rand.

The acquisition of the remain-
ing half of Epol could go some
way to contain costs. It has con-
tinued to operate effectively and
is supplying products to other
buyers as well as Rainbow.

There has been a further im-
provement in the health of the
flock, evident in lower mortal-

ities. Work is being done on the-

farming operations and there
have been significant cost sav-
ings in processing operations.

walith
r(en) 18

Rainbow said stocks were at
normal levels at the year-end
and prices quite firm. The com-
pany will focus on cash manage-
ment and will limit capex ‘< pro-
jects with high returns. Resulis
were expected to improve, but
would not return to the black in

the next six months, it said.

The company said the bene-
fits of its endeavours would be
felt in the second half, but based
on ite past promises, don't hpld
your breath. .

On the pthet hand, how much
worse can things get?




Frank NDumaro

Johannesburg — The R2,7 mllhon Masha-
shane Egg and Hatchery Project, the first in
the Northern Province run by black farmers
and designed to produce 50000 day-old chicks
and 65000 eggs a week, was inaugurated yes-
terday by ThokoDidiza, the deputy m.imsber of

The project ‘was financed by the Develop-
ment Bank of Southern Africa (DBSA) and
implemented by the provincial departent of
agriculture in conjunction with the Agricul-
tural and Rural Development Corporation.

The aim was to create “opportunities and
mechanisms through which (eight) emerging
black farmers can develop and participate in
the mainstream of the economy”. -~ -

Didiza said she was aware of “acute short-
ages of agricultural support services in the
form of mechanisation services, marketing
facilities, training, finance and others too
numerous to mention (that would make the
project vulnerable to risks)”.

But the 66 weeks of t.rammg that the
eight farmers had undergone placed them
in a favourable position to “make the project
viable”, .

Didiza commended the public-private sec-

@?oumt‘( eT (b@

cilicl
tor collaborat!on v!rhlch had resulted in the
scheme as a good example of partnership for
economic upliftment, .~z me
“Whexi we talk of Revomstriction and De.
velopfiienit Brogiimme delivery, Masakhane
or efonomic empuwerment, 1t»15 projects like
these that are atThe centre of it all. ‘

“Tt is initiatives of this magnitude that can'3\

bring among om;,rural ed hope
of uphﬂmentmfhelo E@?Qﬁa&mﬂ
areas,” she said. *

Thszasthekmd of partnershlp, ghe said,
thatthe government encowraged in its athempt
to eradicate rural Doverty,

She urged other pmvmou to emulate ther" '

sirategy o "\__ o

But Didiza pointed out that, as the poultry’
industry in SA was “highly competitive,
volatile and vulnerable to imports”, the new
farmers had to oonstantly come up with inno-
vative ideas to Yernain “a step ahead”.

She added that the tariff issfié on imported
poultry portions 'was still under discussion at
the trade and industry department.

Last year, the South African Pouliry Asso-
ciation applied for prohibitive tariff’ rates to
discourage the dumping of “brown meat”

- from the US that could seriously undercut SA's

“yalue-added portions™.

-3
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RAVIN MAHARAJ

Durban — Rainbow Chicken, the broiler
producer, will report a loss for the six
months to September 30, but benefits of
investment in facilities anit people should
become evident in the second half, the com-
pany has said in its latest annual report.

Jorge Antonio- Del Corral Ibarrondo,
the group managing director, said much
had to be accomplished, particularly in
fhe various farming operations, so that
the best international practices and stan-
dards of efficiency were achieved.

The group breeds stock, operates
hatcheries and broler farms and process-
es birds for the markeiplace.

Tharrondo said the group had spent a
significant armount o1 extraordinary main-
tenance and the modernisation of farming
equipment and buildings to optimise “bio-
gecurity” in order to combat infection.

The company will continue to spend in
these areas. In addition, a programme
was under way to retrain farm personnel
in hushandry practices. Tharrondo said
substantial investment had been made
new and rationatised facilities for making
live b'njds part of the sales mix.

Upbeat Rainbow utt
invests in peo
B ]

:@llfﬁ?’*

Further investinent was planned, not
only o ensure Rainbow was keeping
abreast of market requirements, bat also
o widen the scope for irinovative products.

Rainbow was also aiming. at
performance jmprovement and ration-
alisation Programmes to eNSure higher
px;odut‘:tiviti’. Risk management and farm-
ing practices, also being addressed.

Toarrondo said Epol, is akey element in
the group’s production process. 1t supplies
the specialised feed forinulations needed
for broiler. production. He said inventories

- of finished products wershormal attheend
of March and prices relatively firm..

Cash management remained a top pri-

ority and capital expenditure was being
limited to depreciation Aow-back and allo-

cated to projects with ttie highest returns.

Short-term borrowings should peak at
about the half-year stage, when raw matér-
ial inventory holdings were at a maximum.

Rainbow, a gubsidiary of Hunt
Leuchars & Hepburn Holdings,yosted its
largest attributable loss of R9223 million
for the year to March 31, 40 percent high-
er than the year before. Operating losses
hefore depreciation were F78 million and
Josses after taxation Were R196 359.
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H\T{’ESTMENT holding company Eunt
Leuchars & Hepburn Holdings
(HE&H) said yesterday its loss for the

nificantly higher than had been ex-
pected”, due largely to “severe pres-
sure” on SA’s broiler chicken industry, -

Chicken prices had fallen “signifi-
cantly” due mainly to imports, account-
ing for about 15%-20% of SA’s annual
consumption, entering the market at
prices 30% lower than the local cost of
production. . .

HL&H, which owns an 81,9% fully
diluted stake in Rainbow Chicken, said
_while its sugar interests and Robert-
sons gpice operations would perform
according to expectations, the regults
of "holding com any Huntcor and
HL&H itself for the year would contin.
ue to be “negatively affected” by the
- performance of Rainbow Chicken.

Analystg said management hoped
Rainbow would reach a break-even sit-
uation in the year to March next year,
but was now expecting losses.

HL&H chairfoan Dave Marlow said
improved efficiencieg at Rainbow were
overshadowed by price reductions in
thebroiler chicken industry,

.Speculation has been rife in the
mg;ﬁgtxthat HL&H will unbundle its
interest and delist Rainbow Chicken,
bu Mquow said there were no such
Jin the near future, However, it

plé"‘e o I Pe
was.an “ongoing option”,

vel

L'l
1

Rainbow Ch

-ating efficienciés “not flowin,

inbow ! hicken, proved to.bé. a
continning drain on HL&H's resources
in the year to March, with the 'sub-
sidiary reporting an attributable lIoag
of R223m (1996: R160m).

HL&H’s share in Rainbow’s logs
was R89m (1996: Ré6m), resulting in
the group reporting an’ attributable
loas ofR10,8m for the year to March,

JInvestec Securities analyst Carolyn
Windsor said she originally forecast a
R70m attribiitable loss for Rainbow in
the first half of financial 1998.and a
R40m loss for the full year. However,
the latest developments in the broiler
chicken industry and Rainbow’s dper-
mean-

y through to costs yet’ " taised
questions of Rainbow’s attributable
losses reaching R100m for the first half
of financial 1998, "

HL&H’s ghare of .that loss would
amount to R82m, resulting in an at-
tributable loss for HL&H as a whole of
Ri7m,oralossa share of 6¢ in the first
half, she said. Iy —

“Provided broiler chicken pricedrise
in the second half and given a fij Iy re-
covered sugar division and a haalth;
profit from Robertsons, HL&H. could
achieve earnings per.ghare of 34,8¢ for
the full year,” Windsorgaid, =

The main factor which opulide-
press the group’s earnings in 't}_;q,‘%ec-
ond haif of financial 1 ‘ i,
crease in imported broiler chickens, re-
sulting in  continued pressure on
pricing, shesaid, -

|

998 was an in- |
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Imports

- Durban - The troubled poultry
1ndustry warned yesterday that
increaged chlcken ‘imports were
: “k1111ng the’ market”, and. the
\fv;;smdustry .ould “bleed,m the.

to the local poultry industry

They said there would be seri:
" OUS consequences — such as fur- T

ther job losses and cuts:in. pro-
duction -~ if the government
_continued to “drag its heels” over

the hlgher tarlffs issue whlle ex-’
pecting a “more efficient™indus- -

try without the proper sfxuctures
in place.

" The South Afrlcan Poultry ‘

Association is asking for an in-
crease in the ad valorem duty on
imported chicken from 27 per-
cent to 84 percent, phasing down
to 44 percent in 2002,

Zach Coetzee, the executive
director of the South African
Poultry Association, said im-
ports from the US, China and in-
creasingly from Australia had

doubled from about 5000 tons a.

month last year to 10000 tons a
month at present.

These figures, Coetzee
warned, excluded illegal exports.

" He said South African poultry
companies were rapidly becom-
ing regular importers of pouliry,
resulting in production cuts and
retrenchments.

Mike Walne, the managing
director ‘at ‘National Chick
{NatChix), said imports at the
EwaZulu Natal-based company
equalled its productlon of day-old
chicks. -

onistitiiting 2’ “big. threat” -

‘He said bankruptcies and
redundancies in the industry
would result if imports could not
be stemmed.

Higher tariffs were one such
structure to assist the industry to
“stage a recovery”.

~ He said: “We are sitting on a
knife edge. Should the industry
be allowed to implode and
collapse?”

Connie du Toit, the managing
director at Earlybird Farm, said
Iow chicken prices overseas and
the severe oversupply of chicken
was concerning the industry,

But, he added, the industry
was cyclical and could stage a
recovery, provided the “required
structures”, like higher tariffs,
were in place.

Alwyn Kraamwmkel a
gpokesman at the Board of
Tariffs and Trade, said yesterday
the industry’s demands for high-
er tariffs had 'reached an
“advanced stage”. w

" He expected the outcome of

o the mdustry s application to be

pubhshedun the government
gazette ii the “near future” s

Ly

B
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Louise Cook

UNCERTAINTY about raised
tariffs on imported chicken and
turkey would end in the next
few weeks, when government
was expected to announce its
decision on the issue, sources
said yesterday.

nly a decision from Trade
and Industrt Minister Alec Er-

2
win, following a recommen
tion submitted to his office yes-
terday by Land and Agriculiure
Minister Derek Hanekom, was
still outstanding.

The results of a probe by the
Board on Tariffs and Trade of
the SA poultry industry, as well
as the board’s recommendation
on a tariff, were reportedly also
submitted to Erwin’s office.

Govt o decide on mported poultry

riffs followin, rec endatioh

?‘k’i tariff was expecte be
finalised when Erwin returned
from abroad in two weeks.

Board chairman Aalwyn
Kraamwinkel refused to dis-
ciose the tariff level recom-
mended by the board following

-its probe. He confirmed, howev-

er, that the investigation had
“reached an advanced stage.
Local producers, represented

Poungry

by theSouthern African Poultry
Producers’ Association, asked
government last year to raise
the tariff on imported frozen
chicken cuts to 86% from 27%,
or to introduce a sliding scale
which varied according to im-
port prices.

On frozen turkey cuts, the
association asked for the zero
rating to go up to a 27% tariff.
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Importers say illegal trade is ‘negligible’

SA poultry rivals
beat their breasts

fou aRY
RAVIN MAHARA)

Durban — The war of words between
the local poultry industry -and
companies importing chicken contin-

- ued last week, with Etlin International

Trading - the meat importer, trader
and wholesaler in meat products — say-
ing there was no hard evidence to prove
importers of chicken products were in-
volved in any wrongdoing.

Pierre Jacobs, a director at the Jo-
hannesburg-based. Etlin, said illegal
imports, if any, were “negligible and
insignificant” in the macro picture of
the local poultry industry.

Jacohs was reacting to comments

from the troubled pouliry industry,
which claimed increased chicken im-
ports were Killing the market and the
industry would “bleed in the streets” if
its demands for higher tariffs on im-
poried chicken were delayed any
longer.

Jorge Antonio Del Corral Ibarron-
do, the managing director of Rainbow
Chicken, said recently the indusiry
would be in dire straits if’ solutions to
curbing increasing illegal chicken im-
ports were hot found soon. '

Jacobs said the industry had failed
to point out the local poultry industry
had grown more than 25 percent in
slaughter quantities since the end of
1994, .

Choice Holdings, he said, had more

er (P ¢ |8]97

than doubled its output over the past 14
months. County Fair and Earlybird
had its increased its output.

Rainbow Chicken, he said, had
recommissioned its dormant Krugers-

.dorp facility and Tydstroom Poultry

had recently completed its expansion
programime,

Jacobs said Earlybird and Chubby
Chi¢ had made substantiai profits over
the past two years, while significant
Josses had been made by Rainbow:

He said Rainbow shareholder Rem-
brandt had ascribed their losses in |
Rainbow to mismanagement and not
biamed the state of the industry or the
economy as a whole.

“The South African pouitry indus-
try now expects local constimers and
importers to bear the cost and subsidise
the mismanagement and inefficiencies

‘of the local industry,” said Jacobs.

He said the industry had also been
wracked by disease because growers
were not immunising effectively. This
had resulied in substantial logses.

The industry, he said, needed to n:
prove quality and efficiencies to be
ahle to compete on the international
market.

Jacobs said: “It appears that Utopia
to the South African Poultry Associa-
tion is no imiports, huge stock short-
ages, empty supermarket shelves and
grossly inflated prices to the con-
sumers of South Africa.”




. Poultry imports hit

-If1 . ' -
- Louise Cook ey - oo
b w .
++POULTRY imports were causing local demand for
-twyellow maize to slide, but increasing the import tariff
+*could see chicken prices shooting up 20%, industry
-~ «gources said yesterday. :
wl. - National Maize Producers’ Organisation (Nampo)
+ «GM Giel van Zyl said yesterday each ton of imported
_poultry replaced two tons of yellow maize used to feed
local broiler production — over a year this could rep-
© "resent 250 000 tons of maize.
.- + This year SA produced too much yellow maize, but
<Van Zyl declined to state the excess amount. Sources
said it could be as much as 645 000 tons.
ani. “Nampo calls on government to curb poultry im-
amiports and set up appropriate tariff levels to stabilise
~rithe viability of local poultry producers.”
“An anticipated drop of 20% in the (economic)
acigrowth rate — now estimated at 2% according to fig-
- rures released by the Reserve Bank — should be pre-

i
Tl

demand for maize
vented. Goveriimenf should take note of the role of
agriculture in the economy and set up tariff protec-
tion timeously;” Van Zyl said. .

However, Shoprite Checkers warned that by rais-
ing tariffs on imported chicken cuts, the consumer
could end up having to pay 20% more. A spokesman
said margins on poultry were so small that any in-
crease on the imported product would have had to be
passed on directly to consumers. '

“Supermarkets are generally not in favour of a
higher tariff because the imported product has

. served to keep prices in check of locally produced

chickens,” the spokesman said.

Pick & Pay GM Ray Murray disagreed, saying
competition between overseas producers who re-
ceived government subsidies and local producers
who did not was unfair. “If local producers were to go
out of business, prices would go up dramatically in
the long run anyway. There should be a balance be-
tween local producer prices and import costs.”

.- Poultry producers are awaiting a decision from
Trade and Industry Minister Ale: Erwin on a new
tariff on frozen chicken cuts to 86% from 27%, or a
sliding scale according to the imported price. On
frozen turkey cuts, producers want a tariff of 27%.
instead of the zero rating. It is understood imports
makeup 17%oflocal consumption. v i N -

- The new tariff was expected to"be:,éniibix‘ncé& jip'_‘-
‘thesnext few weeks, most likely to levels of around
.65%, industry sources said: T
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importers squawk over
new tariff on foreign hirds

But higher duties may staunch the bloodshed that has made

mincemeat of local poultry producers

Fmis /e /99

overnment is said to be on the

brink of announcing a punitive tar-

iff to stem the huge flow of chicken
imports into SA. The “dumping,” which has
devastated the local poultry producers,
originates mainly in the US.

Details of the tariff have not yet been
disclosed, but industry insiders say it is
likely to be specific to imported leg quar-
ters, and involve a fixed duty per kilogram
of goods brought in. Imports of leg quarters
have been the number one enemy for local
poultry producers, since they trade at a
premium to the rest of the bird in the SA
market and bring in most of the companies’
returns.

The decision to introduce the tariff comes
after lobbying by the SA Poultry Asso-

ciation, which argues that the practice con-
stitutes dumping, and that it is unfair as SA
producers do not have access to the US
market because of sanitary rules. The as-
sociation's” executive director, Zach Coet-
zee, says SA producers could compete in
the US market with poultry breasts.

The association last applied to the Board
on Tariffs and Trade (BTT} in September,
when it called for a 64% tariff across the
beard on chicken and turkey products, scal-
ing down to 44% by 2002. By that time,
Coetzee hopes, the industty will be more
competitive,

A spokesman for the National Agricul-
tural Marketing Council, which advises the
Agriculture Minister on tariffs, says the BTT
has recommended the tariff and that it has

MEDDER & ASSOCIATES 2653
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been fully supported by the Ministry of
Agriculture. The matter is néw believed to
be with the Ministry of Trade & Industry.

“It should be announced shortly, and will
be a means to stop the excessive imports.
Whether it is sufficient, however, will have
to be monitored by the BTT,” he says.

US producers of leg quarters make such
high margins from the sale of breasts in
their own market that they can afford to sell
the remaining parts at discounted prices
even with the current 27% ad valorem duty
in SA.

One group concerned about the devel-
opments is the Association of Meat Im-
porters and Exporters, which opposes the
latest application to the BTT on the grounds
that any increase would “seriously deprive
the majority of South Africans of their
favourite protein.” The association calcu-
lates that if a 64% tariff is imposed, chicken
prices will go up by 21%, and that this —
together with related increases in other
meat products — will push up consumer
expenditure by R1,8bn/vear, assuming de-
mand remains the same,

Most importers have resigned themselves
to the likelihood that government will go
ahead with the new tariff and that the
association feels there is nothing more it
can do. Association executive committee

member Hendri Badenhorst says “from
what we understand from the BTT and the
Department of Agriculture, they have taken
a view that if an industry has a chance of
long-term survival it should be given short-
term protection.”

Much of the success of this move will
depend on the nature of the tariff and the
way it is monitored. Coetzee says having a
modest set tariff at a time when the chicken
price cycle appears to be on the decline will
have little impact, since it will be less
lucrative to import.

But he adds that if it is carefully mon-
itored and extended over a longer period, it
will enable the local producers te improve
efficiencies, enjoy any upswings in the price
cycle and return to profits in the future.

The effects of the dumping have been
seen in the results of the listed chicken
companies.

Heading the pack is Rembrandt-owned
Rainbow, with its operating loss for fi-
nancial 1997 of R133,5m (1996: R&0.4m). A
poor performance by Agrichicks con-
tributed to Choice's R46m attributable loss
during 1997, and the company now faces a
possible takeover by Yabeng. Cape-based
Sovereign Food has also taken a knock, hut
has so far managed to stay in profit.

Stuart Rutherford

MBA now offers this revolutionary new product that has been

specifically designed to monitor the complexities of retailing.

M.J. Retailer has four integrated management modules which

monitor all POS functions, from store management, stock

controls to help desk.

Call MBA and discover how an M.J. Retailer solution package

can help you market your products. to mass or niche markets

- more competitively.
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RAINBOW CHICKEN

___ANALYSIS |
COMPANIES

@Pou LYEY

Things keep going
from bhad to worse

Price declines frustrate efforts to return to plofltablhty

Shareholders do not seem to have be-
come immune to bad news from Rainbow,
despite having received regular servings
from the broiler producer. When it was
announced late last month that losses for
the six months to September would be
much higher than expected, the share price
dived to an historic low of 50c.

Rainbow says the losses stem from a
chicken price plunge because of high local
production while imports continued to flow
in and demand was at a seasonal low. It
says efficiency improvements have been
overshadowed by these falis.

“The main reason is imports accounting
for 15%-20% of annual consumption en-
tering the trade up to 30% below the local
cost of production,” the group announced.

Rainbow says it is tackling the market
problem but gives no details. New MD Jorge
del Corral says in the 1997 annual report;
“Some benefits of the programme of in-
vestment in facilities and people launched
in 1996 should start to become evident in
the second half.” He says cash management
retains priority. Capital expenditure is being
limited to depreciation flow-back and al-
located to projects with the highest returns,

The price weakness comes when Rain-
bow is desperately trying to get back into
the black following the R750m rights issue,
which reduced gearing to 8% (1996: 94,2%),
and the appointment of a new MD and
financial director. It reminds investors that
profits will have to wait for improvements
internally and externally. The obvious ques-

EER Rainbow Chicken

Cents vs Food index
120 0,0220
150 Rainbow

share price (c) N 0,0160
130 Rairnbow vs !

Food index
110 . ) F . 0,0120
90 Y
50,0080

70 K)
55 0,6057

SOURGE: I-NET 199 1997

B ACTIVITIES: Integrated broiler chicken pro-

ducer and animal feed miller.

CONTROL: Hunt Leuchars & Hepburn

82,3%.

£ CHAIRMAN: D J Marlow. MD: ] A del Corral

Ibarrondo.

B8 CAPITAL STRUGCTURE: 396m ords. Market
capitalisation: R325m.

R SHARE MARKET: Price: 82c. 12-month high,
136¢; low, 63c¢. Trading volume last quar-
ter, 14,2m shares.

Year to March 31 '04 9% 96 ‘a7
ST debt (Rm) 3602 38,4 540,1 892
LT deht (Rm) 0,2 0,1 — —
Debt:equity ratio 045 046 (94 0,08
Shareholders’ inferest 05 057 039 073
Int & leasing cover 14 1,5 — —
Return on cap (%) 47 5,2 — —
Turnover (Rm) 1637 1706 1881 2083
Pre-int profit (Rm) 640 762 804 1335
Pre-int margin {%) 39 4.5 — —
Earnings (c) 4,7 49 (43,4) (60,5)
Dividends (c) 1,65 — — —
Tangible NAV (¢) 208 213 156 95

tion then is: what will happen to prices?

SA Poultry Association executive director
Zach Coetzee says producers have missed
the poultry price cyclical upswing and are
now heading for a catastrophic downswing.
He says the last peak was in 1991 and, as
cycles range from five to seven years, pro-
ducers should have enjoyed improved
prices in tecent years.

“Whenever there was any sign of higher
prices, though, it became lucrative to im-
pott; so there was a constant cutting pro-
cess.” Imports effectively imposed a price
ceiling.

The assoclation has been lobbying for
higher tariffs on imports for this reason and
appears to have achieved some success.
Still, Coetzee says, even if tariffs are raised,
it will be too little too late. “In a down-
swing, we do not need tariffs because
prices are depressed and people do not
want to export to SA”

Deutsche Morgan Grenfell analyst Karen

Roux does not place much faith in cycles
because of the way the industry's envi-
ronment has changed. But she says "l don't
think prices will go up in the short term,
There could be further downward pressure
due to the imports and local oversupply.”

Another concern is that maize prices, a
key component in chicken feed, will sky-
rocket. The El Nino weathet phenomenon
is expected to have a severe impact in
December, bringing drought two months
into the planting season.

Ironically, when Rainbow looks ready to
make its long-prophesied recovery, the
market isn't playing ball and may not do so
for some time — a fresh reason not to
invest in this accident-prone company.

Stuart Rutherford

PRESMED

Ahead of the
opposition

A sound record may not be enough
in a market hungry for excitement

Until Health Minister Nkosazana Zuma
finalises health-care legislation, the local
industry must continue to find its way in the
dark. Most private hospital groups deserve

Carl Grillenberger . . . expansion into

hospitals will follow
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Hanekom aims to lift ostrich export ban
- ex( &R}zjq,cﬁ

Fnom REeuTER

Cape Town — South Africa ves-
terday took the first step towards
lifting its ban on the export of os-
frich breeding material, but mar-
ket analysts said it had missed
the boom years for ostrich sales.
Derek Hanekom, the agricul-
ture minister, presented legisla-
tion to parliament which, once
passed by the National Assembly

and published in the Government
Gazette, will allow the export of
live birds and fertilised eggs.

Such exports have been

banned for decades in a largely fu-
tile attempt to prevent the spread
of foreign ostrich industries.
South Africa accounts for
about 80 percent of world sales of
ostrich products, but the birds
are also being farmed on a large
scale in the US, Europe,

Australia, Israel and China.

Pieter van Zyl, an agricultural
economist, said Hanekom was
probably one of the driving forces
behind changing the legislation.

“Some people in our industry
don’t want that to happen ... (but)
the days that one or two people
can decide what may happen are
over,” Van Zyl said.

He said two or three years ago
a breeding pair of ostriches

"“"".1":

@ Po Ty
would change hands in the US fon
$50 000, but the price had fallen tqd
helow $3 000.

“Now there is not a huge mar
ket for breeding material ... W
missed that boat a long time ago
Some farmers will be able to ex
port, but not in large quantities.’

Van Zyl said because of ths
cost of exporting adult birds, mos
farmers were likely to send, i_)uT
fertilised eggs or day-old chicks.

-
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“Adviser Sandy Berger. Prgdicting a united Ireland ‘In our lifet

- groupis prepared to compro.

mise to achieve lasting peace.

Picture: AP

ProfMalema

GABORONE - The Botswrna govern-
ment aims to put th country’s
fledgling ostrich industry . the map,

- and a key step towards this _ill invelve

funding a 12-million pula abattojr.

Agriculture ministry officials say
the move is in line with the govern-
ment’s policy to diversify the economy
which is overly reliant on diamond
mining and cattle farming,

Tendering for the construction of
the abattoir has been completed and
building is expected to finish next ear.
The ostrich products will largely be
sold in the European Union (EU).

Botswana Ostrich Farmers’ Associ-

ation president Gatherm Richard says"

SA farmers far from the ostrich abat-
toir at Oudtshoorn would ‘be able to

send birds to Botswana’s abattoir, .

The ostrich project co-ordinator in
the agriculture minis , Kereng Ma-
supu, has urged the public to take part
in ostrich farming,

\ Ostrich wm%%m QMMW%%%@M

would help in the,
diversification.of the meat industry,:
with ostrich meat having been identi-'
fied as the safest meat with less choles-
terol, and farming couid eventually
double as a tourist attraetion,” he gays,
A wildlife biologist in the wildlife
and national par ministry, Cyril
Taolo, says that mESﬂWw Botswana,
has the largest number of wild ostrich-;

-€s in the world, the numbers have been;

declining in the pagt two years. ;

The Botswana Qstrich Farmers’ As-|
sociation has 70 members — the key:
players being foreigners in the 10 reg-!
istered ostrich farms around the coun-.
try. Until now the focus of the industry,

- has been the sale of eggs to farmers in!

north America. The new move will e,

the industfy broadenin, into the ex-
portofmeat products to the EU. i
Locals have complained that, they|

are unable to gain access to the indus-,
try because management of the birds is|
capital-intensive, with hi gh veterinary,
and feeding costs, :




POULTRY Industry wants to double tariffs to protect itself from imports

v

Chicken price could momu 30%

CHRISTO VOLSCHENK
ECOMNOMICS EDITOR

Cape Town — The retail price of
chicken pieces could rise 30 per-
cent if requests by the local
poultry industry to double the
27 percent ad valorem import
tariff on chickens are granted,
sources said yesterday

The requests had come from
the poultry industry in an at-
tempt to protect itself from
cheaper American imports, said
the sources.

“We cannot compete with
foreign chicken farmers and re-
quested the board on tariffs and
trade almost a year ago to hike
the tariff from 27 percent to 67
percent,” said Connie du Toit,
the chairman of the South
African Poultry Association.

“About 10 000 tons of chicken
meat was imported, mostly from
America, last year at an average
price of less than R per kilo-
gram while the Jocal production
cost averaged R7 per kilogram.

“We need protection of at
least R2,50 per kilogram on im-
ported chicken.”

Du Toit said the industry
asked for five years’ protection
“to give the industry time to
restructure  for  higher
productivity”.

The industry backed its

‘tionally competitive”.

TR

request to the Board with a
business plan which detailed
how it would “restructure for
higher effectiveness and
productivity to become interna-

Du Toit said: “The industry
is in dire straits but we do not
expect to be propped up by the

‘sovernment forever. We just

need a protected environment
for five years to give us time to
get our house in order”

Danie Jordaan, the acting
chairman of the board on tariff
and trade, said the board was
ready to advise Alec Erwin, the
trade and industry minister, on
the issue and a decision could
be made either tomorrow or
next week.

He would not say what the
board intended to do but
sources in the industry said the
ad valorem tariff could be
raised to between 30 percent
and 50 percent.

But Du Toit said better
management of stocks could
depress production costs by
lowering chicken deaths.

Rainbow Chicken, the
struggling broiler company,
would be an obvious beneficia-
ry of a move to raise import
tariffs on chickens.

At a recent annual meeting,
Johann Rupert, the chairman of

nialay

Rembrandt, denied speculation
that the company had petitionied
Derek Hanekom, the agricul-
ture minister, for protection in
the local poultry industry.
Rainbow, which is expected
to record more losses in the six

months to September 30 in the
wake of surging chicken im-
ports, ticked up 5c to 70c on the
JSE yesterday as 71400 shares
changed hands.

Natchix was 16¢ stronger at
R2,28, but Sovereign Foods, the

HENPECKED CONSUMERS Regular households will bear much of the brunt of any price increases

PHOTQ: JOHN WOODROOF

Uitenhage-based pouliry com-
pany, shed 10c to R4 in.thin
trade.

The announcement of the
new tariff structure is expected
in tomorrow’s issue of the Gov-
ernment Gazette,




“We are a food manufacturer. If we were
simply making a commodity then we would
be in trouble like Rainbow and Choice,”
says Sovereign MD Robert Spanjaard.

This strategy does not, however, protect
Sovereign against increases in input costs.
This year the company was hit by a 35%
increase in raw material costs, without the
cover of hedging.

Spanjaard says these cost increases
could not be passed on to cusiomers since
the industry oversupply left poultry prices
weak. The result was that operating mar-
gins in the first half crumpled to 6,5% and
the company barely broke even.

In the second half of the year, Sovereign
improved efficiencies
and lifted operating &
margins to 8%, but
with gearing rising, -2
1997 EPS were 64%
down on last year.
These results ex-div-
idend were scomed —
by the matket, which
sent the Sovereign
counter plummeting
below its listing price
of R5. :

Sovereign Food

75 Sovereign share price (c}

SOVEREIGN FOOD @\Q&ﬁw
A hardier type

of bird
This chicken pmugbmék out

profits even in the tough times

For much of the Nineties, integrated poul-
try producer Scovereign has thrived in the
difficult conditions facing the SA industry,
and has pushed operating margins and
turnover up by healthy amounts. Last year
these margins spiked at 20,6% — a level
unsurpassed by Rainbow in its prime.

The company's success lies in its pro-
duction of 300 value-added chicken prod-
ucts, which account for 70% of output and
offer protection against downward com-
modity cycles.
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Spanjaard says this rating isn't justified,
and that major progress has been made in
returning the company to its record margin
of 20%, aided by improved raw material | §§
prices and economies of scale.

The company is also looking for organic | @
growth in volumes of 20%/year indefinitely
as it expands into other provinces, notably
the Western Cape and Gauteng, and deals
in high-margin feed and day-old chicks on
the market. 1t will consider acquisitions, but
this will have to await a better share rating.

ACTIVITIES: Involved in pouitry breeding ac-
tivities, broiler farming and processing,
animal feed milling and value-added poul-
iy processing and trading.

CONTROL: Directors 66%.

CHAIRMAN: C G Charlewood. MD: RB
Spanjaard,

CAPITAL STRUCTURE: 25 7m ords. Market
capitalisation: R100m.

SHARE MARKET: Price: 390c. Yields: 5,3% on
earnings; p:e ratio, 19 12-month high,
550¢c; low, 290c. Trading volume last
quarter, 1, Im shares.

1997

Spanjaard says that with stronger cash
flow in 1998 and continued growth in turn-
over, Sovereign is likely to produce EPS for
the year of e0c-70c, and pay a dividend.
That gives a forward
p:e ratio of 6-7 times.

Sovereign's relative
resistance  to  the
industry woes and the
growing impottance
of value-added
chicken products in
the market
suggest the share is a
strong buy now, with
good interims  ex-
pected in gbout three

vs Food index
0,080

0,065
Sovereign

SOURCE: I-NET

would

ST debt (Rm) 28 57
LT debt (Rm) 143
Debt:equity ratio ~ 0,18

e e s ™ T T
Int & leasing cover
Return on cap (%)

Turnover (Rm) 715 1270
Pre-int grofit (Rm) 180 95
B AU /-

550

us =

213233

weeks. And, perhaps with the benefit of
experience, it may start buying raw ma-
terials forward. Stuart Rutharford




Poultry producers win fight g{rhl

Ed‘ﬁa;rd West -

LOd,AL poultry producers
yesterday won their fight for
a higher import tariff on
chicken, but indications were
that Trade and Industry Min-
ister Alec Erwin turned down
the request for a tariff on
turkey cuts.

The Board on Tariffs and
Trade said the minister had

approved That the rate lf? -
ties on frozen chicken cuts be
increased from 27% ad val-
orem to 220c/kg. The new rate
kicked in yesterday and the
move was supported by Land
and Agriculture Minister
Derek Hanekom.

Rainbow Chicken’s share
price reacted sharply to the

. news, gaining 15,6% or 12c on

the Johanneshurg Stock Ex-

4er 1mp§ 5111 ffs
ch?.n’ge toclo 905J b

Rainhow Chicken chair-
man Dave Marlow said the
industry welcomed the minis-
ter’s decision.

But SA National Con-
sumer Union spokesman ILil-
libeth Moolman said that tar-
iffs increased the cost of food
and could be justified only in
cases where dumping could
be proved.

et b B b e




decision yesterday to increase
import tariffs on chickens will
provide welcome relief for. local
poultry producers but the move
could anger meat importers and
consumers, with claims that
chicken prices could soar by as
much as 30 percent coming from
certain quarters.
On the JSE, Rambow Chicken
- appreciated more than 10 percent
10 90¢ with 905 000 shares chang-
ing hands, while Sovereign
Foods, the Uitenhage-based poul-
try company, surged 55¢ to R4,20.
The Board on Tariffs and
Trade recommended thaf the rate
on duties on frozen chicken
pieces be increased from 27 per-
cent ad valorem to R2,20 a kilo- |
" gram with immediate effect.

A spokesman for the board
said the move was aimed at pro-
© tecting the poultry industry
against-abnormally low-prlced
jmported frozen chicken pieces. -

“The board found that,
although the industry could
improve its global competitive-
ness, the abnormatl competition
expenenced from imported
chicken cuts was undermining
the industry.”

Dave Marlow, the chairmai of
Rainbow Chickens, said the
decision was an important step
forward for the South African
pnultry industry. .

“The matter has been going
on for over a year now ‘and we'll
have to see what effect the deci- -
sion has. We car’t say.for sure,
but the move ghould help.” )

Conme du Toit, the chalrman
of ‘the South African Pouliry

Assomatmn, mdlcated recenﬂy B

'fthat thé. Andustry hee’
fion of at least R250 & kilogram
on imported chicken. He said the
industry did not need to be.pro-
tectéd by the government f forever
but about five years were needed
for poultrv producers to get their
housé in order:
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Durban — National Chick (NatChix)
had brought its R6,5 million joint"
. venture in Botswana to fruition with

the delivery of its first hatching of
30 000 day-old chicks to the local

broiler industry, Mike Walne, the-
managing director, said at the

weekend.

Walne said NatChix, Africa’s
largest independent producer of day-
old chicks for the broiler industry,
would not only set Botswana “well on

- the way to becoming self-sufficient in

! ' gs
it Venture to f['l]lthIl
=)

2 A
Botswana

Fma LTEN

“During the next 18 months we
will double our capacity to 200 000
chicks a week, thus making
Botswana self-sufficient with
enough additional capacity to
provide for market growth as well as
to meet the needs of Namibia.”
Namibia is supplied long-range
from the Western Cape at present.

NatChix’s joint venture pariner,
Botswana’s Associated Investment
Development Corporation, has
under its umbrella Tswaria Pride,
the largest broiler producer in
Botswana. Tswana Pride, which will

meeting the chick needs eventually take 40 000
of its growing broiler ' Y chicks a week from
industry, but would also | Bofswana will  National Chick Bot-
provide enough capacity || . swana, has been a
to enable the country to | soon become NatChix customer for -
become a chick self-sufficient 15 years.

exporter”, . The  Botswana

In addition, the new.
venture — National
Chick Botswana
would uniock much-
needed capacity at the
company's hatching
operations in Gauteng. These oper-
ations have previously been the
source of supply to Botswana and
have been hard-pressed to meet
demand from NatChix’s South

' { African customers.

Walne said as a first phase,
NatChix would commission three
incubators, with a combined
capacity of 100 000 chicks a week, at
fortnightly intervals over the next
six weeks. By the end of September
the new company would be able to
supply 50 percent of Botswana s day-

old CthkS, he sald

B

| and in time
| become o
| chick exporter

operation is the third
move NatChix has
made into markets out-
side South Africa. The
company has a joint
venture hatchery oper-

ation in Lesotho that is being ex-

panded with the addition of a 15 000-
chick-a-week incubator. A new
R2 million hatchery in Swaziland is
a joint venture w1th Swazi Chick

‘Limited.

Walne said the developments in
neighbouring countries were “build-
ing blocks” in a four-year expansion
plan to lift NatChix's total produc-
tion in southern Africa from 1,1 mil-
lion to 1,5 million chicks a week and
“entrench it as by far the largest
supplier to independent broiler pro-
ducers in the region”.
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CompANY NEWS

_wo:?J\ industry restructures ‘at e
.munuce

Ravin MaHARAJ

Durbian — The chicken industry
had at least five years to restruc-
ture and become more interna-
. tionally competitive before duties
would be reviewed again, but the
consumer would in the meantime
be “penalised and deprived of a
cheaper source of protein”, the
Associafion of Meat Importers
and Exporters said yesterday.
¢ Boet Venter, the association’s
executive chairman, said a five-
year period seemed an unneces-
. sarily longtime for an estab-
lished industty to become viable

at the expense of the consumer.

He questioned whether any
guarantees had been provided
that the industry would “in fact”
be cost effective and internation-
ally competitive by 2002.

“Qr is it a matter of the local
industry buying time in terms of
international competitiveness at
the cost of the local consumer?”

The Board on Trade and Tar-
iffs recommended late last week
that the rate on duties on frozen
chicken pieces be increased from
27 percent ad valorem to R2,20 a
kilogram with immediate effect.

The board said the move was

aimed at Uuoﬁmnﬂum the pouliry

industry against abnormally low-"

E.Ema imported m.cmmu chicken
prices.

The board found that although
the Emsmg SE@ improve its,

global oowﬁ_mﬁwﬁmﬁmmm -the ab-’

normal competition from Epwoﬁ.._.. ‘
. consumer E_mE come to R1,3 bil-
. _..Su a yeaf,” Venter said.

ed chicken cuts was :b%wEEEm
the industry -

Venter said the mo%EBmE, .

announcement to increéase

Py

238 percent on the E.mﬁch rate
and the landed cost of frozen
chicken cuts cut by about 30 per-
cent in real terms,

“Should this 155c a kilogram
be passed-on 1o the consumer
“atrogs Thb board on all poultry
products, the extra cost for the

“In addition; should other pro-

" tein prices increase in conjunc-

import tariffs meant the landed

cost of chicken cuts had
increased by R1, 55a kilogram.

In statistical terms it meant
that duty had increased by about

‘depending on

tion with chicken, the consumer
could be out of pocket by vastly
more than R2 billion a year,
... changes in con-

sumption. .., Poultry prices are

xXpense of consumer’
Be) as)alry

the leading determinant in price
formation of meat protein in

South Africa.” -

Venter said the association
welcomed the principle of
amending the rate of duty from
27 percent ad valorem to a fixed

_rate a kilogram. This meant the

duty would be the same for m.<m€
importer.
But he said it was regretted

- that.in an era of growing trade
liberalisation, South Africa was

sending its trading partners a
negative sign of protectionism

that might harden their attitudes -

towards South African exports.




‘“‘Aeroﬂot ﬂles osiirlf

Stephane Bothma
"s* PRETORIA Growing demand for os-

‘trich meat in Russia is seeing Aerofiot .

-+ carry up to half a ton of the meat at a
--4ime to Moscow, says Aeroflot’s SA rep-
o= resentative, Alexander Shilov.

The au'hne, which has been operat-
7e-inga weekly return flight to SA for the
+ vpast five years, is also awaiting ap-
i proval from SA’s civil aviation body to
-t sgtart flying passengers from Tunisia in

north Africa toJ. ohannesburg.
~x . However, discussions between SA
~- Airways and the civil aviation author-
ity about a blanket application by the
«“national carrier for landing rights in
the northern African region, were de-
b

to Moscow

on on whether Aeroflot
would be granted fifth freedom rights
to fly passengers from Tunis to Johan-
nesburg, he said.

“Tunisian authorities have asked
Aerofiot to introduce flights between
Tunis and Johannesburg because no
direct route between the two cities
exists,” Shilov said.

Aeroflot had no immediate plans to
increase its number of flights to SA, he
said, as traffic between the two coun-
tries was seasonal with a healthy mix
of business and leisure travellers.

However, Shilov said, plans were
underway to introduce an  Airhus A310
on the route replace the Tupolev cur-
rentlybemgused

(IRTYTToE
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POULTRY TARIFFS

Is the poultry industry worth saving?

Government has slammed the door on imports. Now will SA’s producers become world

players or simply raid the consurr\ar’ pocket one@sé

£

chicken industry and increased the rate of duties

on imported frozen chicken cuts from 27% of
their estimated value to 220c/kg. The tariff is designed to
stop the imports which have been threatening the rem-
nants of SA’s poultry industry.

This protection wiil be in place for at least two years
and should revive this R3bn/year industry and benefit
suich listed companies as Rainbow Chicken, Choice Hold-
ings, Sovereign Food and National Chick. But it has been
justifiably criticised by free traders and by those con-
cerned about resulting price increases of up to 30% in
chicken and other meat products.

Another concern is whether this decision, coupled with
the recent imposition of a quota to restrict imports of
shoes from non-world Trade Organisation countries, will
result in a string of calls for similar protectionist measures
in other inefficient sectors of the economy.

But before a judgment can be made on the poullry
tariff, several important points about the industry need to
be considered.

During the sanctions era, SA chicken producers —
among others — grew complacent behind import con-
trols. When this protection was removed, SA not only had
to compete against more efficient producers, but also
against producers who en-
joyed government subsidies
on inputs and import batriers
of their own. Board on Tariffs
& Trade (BTT} chairman Danie
Jordaan says the “unfair trade
advantage” was one of the
prime reasons for the decision
to impose the tariff.

The US market posed an ad- .
ditional complication. Accord- =~
ing to Jacob Graaff of the Na-
tional Productivity Institute
(NPI), chicken breasts in the
US command a premium of as
much as 960% on the thighs
and wings. This enables the
producers to export thighs and wings competitively even
after tariffs have been paid. SA producers are patticularly
sensitive to portion imports, since they are value-added
products in a market dominated by whole frozen birds.

$A does not have access to the US market, because of
its strict zoosanitary (hygiene) requirements. Graaff says
if SA producers were given time to restructure and enter
this market, there would be no need for local protection.

The NPI recenily conducted an intensive study of the
industry and conditionally supported the SA Poultry As-

Government has finally yielded to the pleas of the

0ok bR T

sociation’s call for a tariff. “The NPI is against tariffs,
because they have made industry uncompetitive,” Graaff
says. “But there has to be a sunset clause.”

He says SA producers will be assisted by changing
patterns of consumption in SA ({towards breast meat}, and
new markets opening up to the US. “One of the key areas
for focus would be a national health strategy for broiler
farming in SA, so that it can eventually conform to the
zoosanitary requirements of the US,” he says.

Jordaan says the BTT hopes that over the next few
years the restructured industry will get to a level where it
will be able to compete with only a moderate level of
protection. “We do not necessarily think the industry will
be able to compete without any protection in the long
tun,” he says.

Neither Jordaan nor Graaff believes the tariff will have
an immediate impact on prices of meat in SA. The relative
abundance of production domestically should maintain
pressure on prices. But they caution that prices are likely
to rise over the Christmas period, purely because of the
normal increase in demand.

This tariff will mean that the effective price ceiling —
the level at which it becomes lucrative to import — will be
raised, ultimately allowing for larger margins to be made
during the peaks of the price cycle.

Considering the importance
of this labour-intensive indus-
try, the question is: does the
poultry industry have a chance
of becoming world compeli-
tive? Based on the NPI's study,
the answer is yes.

Whether the producers will
rise to the challenge is difficult
to assess. Many chicken pro-
ducers in the past have ap-
peared incapable of adapting
to the changing environment.

Government will need to po-
lice the industry closely to en-
sure that the interests of con-
sumers will be protected.
Jordaan’s statement that the tariff will be up for review
only in the next two to three years suggests this function
may not be properly performed, even though the De-
partment of Trade & Industry and the Department of
Agriculture — which deals with improving international
competitiveness — are participating in the Poultry Forum.

For now, the FM will give the producers the benefit of
the doubt. But we will keep a beady eye on the industry in
the hope that they don’t abuse this second — and
probably last — chance. B
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POULTRY New tariffs affect only frozen portions, trade association savs

Chicken lobbies at import odds

RaviN MaHARAJ

Durban — The South African Poultry
Association {Sapa) hit back yesterday at
allegations by the meat importers group
that import protection on chicken pieces
would deprive consumers of a cheaper
source of protein.

The allegation was made by Boet
Venter, the executive chairman of the
Association of Meat Importers and Ex-
porters, in reaction to the government’s
decision to increase tariffs on imported
chicken pieces to give the local chicken
industry time to restructure into prof-
itability,

Venter said last week the govern-
ment’s announcement to increase im-
port tariffs meant the landed cost of
chicken cuts had been raised by R1,55 a
kilogram.

He said it meant duty had increased
by about 238 percent and the landed cost
of frozen chicken cuts cut by about
30 percent in real terms. He said should
this R1,55 a kilogram be passed on to the
consumer across the board on poultry
products, the exira consumer cost might
come to R1,3 billion a year.

His comments followed recommen-
dations by the board on trade and tar-
iffs that the rate of duties on frozen
chicken pieces be increased from
27 percent ad valorem to R2,20 a kilo-

_ gram with immediate effect.

But Zach Coetzee, the executive di-

rectoriof ~mmwm, said the new tariff rate
rf w; L.

addressed only frozen chicken portions.

“The export of frozen portions from
the US even succeeded in closing down
industries in some countries. The land-
ed price of the US leg quarters is still
well below the domestic production
cost of whole birds, not to speak of por-
tions — R7 vs R8,50 — after the imple-
mentation of the new tariff,” Coetzee
said.

Coetzee said Venter's assumption of
a rise because of the difference in land-
ed price at present, against the pre-
adjusted tariff, was false as importers
were not selling at cost.

“Tt is most likely they would sell at
as close to domestic prices as possible
to secure maximum returns. If their
cost increases, it may not change the
immediate domestic pricing as dramat-
ically as suggested.”

He said the importer would be out of
pocket, not the consumer. The importer,
without the infrastructure and employ-
ment comparable to the poultry indus-
try, could take the profit and returns
away from the producer whenever the
domestic price, in relation to the inter-
national price, allowed.

“Listed poultry companies belong to
the publie, and the eventual losses ac-
crue to the public,” Coetzee said.

He said the new tariff was long over-
due ang absolutely necessary as the un-
fair competitive position could not con-
tinue without causing harm to the
already wotmded industry,

eT(er)so|q la3" G )Pouuwy

nI-anZ RUN The state has been accused a_. raising Eéww on hshaca&
pouliry portions at the expense of the consumer




‘CAPE ARGUS, MONDAY, OCTOBER 13,1997

For the pot: Elizabeth Gojo of Khayelitsha heads hom iith her purchases

~ ANDREW INGRAM

At the market, customers
confident poultry IS se}f%

BLACKMAN NGORD 'Ou_lﬂ ___________
STAFF REPDRTER

The chicken market at Philippi
swarms with people from 5am to
midday.

The chickens they buy are usually
more than a year ¢ld - tired breilers
that have laid eggs which consumers
buy firom the supermarkets.

They weigh up to 4kg, unlike the
supermarket chickens that are
slaughtered when they are just
42 days old and weigh under 2kg.

The traders buy the chickens from
Cape Town poultry farms, where
farmers want to get rid of them to
recoup production costs.

When chickens reach the age of
one year and four months, egg pro-
duction slows and feed costs get high-
er, “So the farmers are only too happy
to sell them to us because they are

miich s ght after by people from
Guguletu Khayehtsha and surround-
ing areas,”\sald trader M Ahmed.

Joyce Mvabula baught si% chick-
ensatR26edch. -

She.said sh would eat some and
sell the restin the township.

Shelaughed offthe suggestion that
the chickens could be infected with a
disease that could affect her, her chil-
dren and customers.

As far she was concerned the
chickens did not look sick and that
wastheend ofit.

Mr Ahmed was also convinced the
chickens were healthy.

“They sort them out on the farins.
All diseases are treated. I remembera
time when the farmers had to destroy
all their chickens after they learnt of
the infection of Newcastle disease..

“If they look a little bit sick they
getrid of them.”
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mings over battery hens fed poulyry protein

Starr Repormer

A health scare has arisen in the m
poultry industry over the
: disclosure that chickens are being
. fed processed chicken carcasses.
- Said to be at risk are those who eat
egg-laying chickens which are sold
after they have been used in battery
egg production. In the Cape, most of
these chickens are sold in disadvan-
taged communities.

But the poultry industry claims
the health warnings are merely a
response by the red meat industry to
the collapse of beef sales after the mad
: cow disease scare.

*'. InBritain, 21 people are known to
~-have contracted a brain disease
+ directly linked to mad cow disease, or
- bovine spongiform encephalopathy
- (BSE), thought to be caused by feed-
:.ing animals protein of their own
species.

" But South African Poultry Associ-
, ation spokesman Zach Coetzee point-
~-ed out that the BSE-like condition
. »Which affects the nervous system in
.chickens is caused by five other con-
itions - Newcastle disease; fowl
cholera; tremor diseases which affect
'‘the nervous system; middle ear, a
sraredisease; and pastarella, a bacteri-
um which causes diarrhoea but is
easily treated,
. Peter Koon, a veterinarian in the + M e
Department of Health, was adamant e
that a mad-cow-type disease could not
infect chickens.
. “Chickens cannot be infected by
this disease, It is a far-fetched theory.

know there are rumours out there

by lay persons, I will onlybeledby possibility thata BSE-type disease monthsifa poultry by-productisused  older egg-laying chickens could carry  dition in sheep, scrapie, also caused a

4

. .. .. .  ANDREW INGRAM
Danger or delicacy? Nelson Nthiaba eams a living re-seliing chickens in Nyanga. A health scare has arisen in the Doutiry industry

‘ﬁmz.z.mn evidence, not by opinion,” may have spread to chickens. to feed chickens. If you use one chick- the disease. decrease in the consumption of lamb,
wm said. . “In terms of _E.Ems mmmmar Wwe  enthat has died, for whatever reason, When BSE was discovered in Veterinarian Jan Wicht said: “The
But British expert Narang ought to know the disease exists,” Dr  tofeed other chickens, the incubation Britain, there was a tremendous drop  chance of BSE in chickens is remote.

ﬂmwmm? an independent scientist mmwmwr told the Omﬁ.m Argus, period is 18 months or less.” in the consumption of British beef Chickens have such a short lifecycle
ased in London, has omsm.mn the “Clinically the disease takes about Generally speaking, youngbirds and beefin general. Chicken con- there is no time for the chronic
“..wﬂnmw government to examine the two yearsto develop, but upto 18 were not exposed to this disease, but sumption picked up as a similar con- spread of the disease.”
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Louise Cook ; ]
! - . 158088 ostrich Producers, Sa
A CONSORTIUM of Indonesiag pyg;. Jonker, tg supply meat ang to
0, em- , a gersdorp abattoir/tanne

L TV -Theg 3 W)
A Spokesman, whq did not want ¢ wauld focusg op tproductfon rocessing !
be Damed, said the latest acguisiﬁon ande Orting o es.
i tshoorn Jo:Eer has retained four farmg and
in the Western Cape for R70m-R100m. will stay on ag Western Cape produc.
he consortinm “may well yge” the tion manager for the congg ium.
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ANIES 2000 workers may losé jobs
5 e g & 20T(R)
Rainbow to

RAVIN MaHARA)

| Durban — Rainbow Chicken, the
integrated broiler producer,.

would close four of its farming
and processing operations by
mid-January next year, which
could cost some 2000 jobs, the

Food and Allied Workers' Union

(Fawu) said at the weelend.

Thabiso Pule, Fawn’s national
hegotiator, said the company’s
operations in Nottingham Road
(RwaZulu Natal), East London
(Eastern Cape), Krugersdorp
{Gauteng) and Belville (Western
Cape) were likely to shut down on
January: 16 next year,pending
tatives and compiny manage-
ment on Wednesday this week.

The company, which employs
10 680 employees, would retain its
operations at Worcester (Wesiern
Cape), Hammarsdale (KwaZulu
Natal) and Riistenburg (North
West Provinée); Pule said.

Dave Marlow, the group chair-
man of Rainbow, said discussions
with employses were under way,
and meetings were planned with
both parties this week, He de-
clined to make further comment.

Pule said the company had
already informed workers about
the proposed job losses, and a let-
ter had been forwarded to the
Fawu's head office in Cape Town.

Union representatives would
caucus among members over the
issue tomorrow and thereafter
meet with the company, he said.

Shop stewards said members
were unhappy with the limited time
given to conclude negotiations.

- had affected operations.

 had risen by 22,6 percent, mainly

discussions with union represen: ™ clostin

close four
operations

@ aterety, oy

' Pule said ‘the rise in chicken
feed prices and core competition

The cost of feed to Rainbow

owing to worldwide shortages of |
maize, as well as other main feed |
constituents which have to be
imported, said Pule, -

The company plannéd to use
stocks and eqiipment at existing
operatigns in the remaining
plants to: increase capacity, cut
losses and earn some benefits
from its investment in a‘facilities
programing, which was'initiated
last year; he [ ;
dus

tices biliefed ther:
the resulf of man: -

" agement probléms and fresh re- "

trieval attempts by the company,

- 'They said smaller producers
were surviving, as margins ap-
peared to have improved after the
government's decision earlier this
year to inctease import tariffs by
27 percént ad valorem on chicken,

Rainbow reported its largest
attributable loss of R223million
(R159,8 million) for the year to
March 31. Capital expenditure of
R68,5 million (R43,3 million) was
incurred to improve efficiencies f
at all operations.

A further loss is expected for
the interim results to September,
the company said earlier this year

There has. also been specula-
tion that Rainbow was likely to
be delisted when Hunt Leuchars
and Hepburn Holdings, Rain-
bow’s holding company, cau-
tioned shareholders in Septem-
ber on proposed unbundling and
group restructuring.

T e T et o et rwm s ek ooy T room Rl e en ot et vt o




'Rainbs_lgahes % lants to agéid cm) cpzl}ete closur§

NicolaJenvey

DURBAN — The decision for in-
tegrated broiler producer Rain-
bow Chicken to close smaller
farming and processing opera-
tions in favour of the larger pro-
duction plants was heralded by
analysts yesterday as a move to-
wards resolving the serious prob-
lemg facing the Hunt Leuchars &
Hepbuin subsidiary.

Folivwing weekend reports by
the' ‘Fpod and Allied Workers’

nion (Fawu) that Rajﬂa‘ow
would close down four of its farm-
ing and processing operations by
mid-January, resulting in about
2000 job losses, analysts said
Rainbow suffered from severe
management-skills shortages.
“By reducing the plants to only
the larger concerns, Rainbow can
concentrate on economies of scale
for its production and hope to pre-
vent the complete closure of its op-
erations. Total collapse would
mean more than 10000 people

ose théir jobs,” one analyst shid.

Fawu national negotiator
Thabiso Pule said Rainbow’s op-
erations in Nottingham Road
(BwaZulu-Natal), East London
{(Eastern Cape), Krugersdorp
(Gauteng) and Belville (Wedtern
Cape) faced closure from Jatiliary
16. The company, which employs
10 680 employees, would retain
its operations at Worcester (West-
ern Cape), Hammarsdale (Kwa-
Zulu-Natal) and Rustenburg
{(North West Province).




Rainbow Chlcken thrown to wgrlrves

Nmola Jenvey

DURBAN — The unbundling and
restructunng of Huntcor to disas-
sociate ailing company Rainbow
Chicken from Hunt Leuchars &
Hepburn (HLH) unlocked the un-
derlying assets in HLH and elim-
inated the trading discount
caused by the Rainbow associa-
tion, analysts said last night.

In terms of the new structure
announced yesterday, Huntcor
would distribute its HLH prefer-
ence shareholding to Huntcor
shareholders at a 2:1 ratio in con-
gideration of the cancellation of
Huntcor preference shares.

‘Huntcor would distribute its
HLH ordinary shares to Huntcor

erdmary sharehold%qza{aﬁ, 986:1
ratio by way of a distribution in
anticipation of liquidation.

HLH would also distribute its
Rainbow shares to its sharehold-
ers at a 8,626:1 ratio. The group
had extended an offer to acquire
the 9,2-million outstanding Rain-
bow preference shares from mi-
nority shareholders for 85¢ each,
amounting to R7,82m.

Assuming the offer was fully
accepted, the restructure would
leave Remgro holding 64% of the
HLH preference shares and 60%
of the ordinary shares as well as
51% of Rainbow. HLH would then
solely hold Robertsons and
Transvaal Sugar Beperk. Huntcor
would be delisted on November 28

e e g g e e

and volunta’nly hquidated.
Rembrandt said the restruc-
ture was intended to enable share-
holders to realise the difference
between the market wvalue ' of
Huntcor and HLH and the value of
Robertsons and Transvaal Sugar.
Basing caleulations on  the
Huntcor and HLH share prices be-
fore news of the proposed restruc-
ture was announced, Rembrandt
evaluated that the underlymg val-
ue of Huntcor’s ordinary shares
increased 85,3% to R17,23. HLH
shares lifted 66 8% 1o RS, 67.
Analysts said the market had
accounted for short-term effects of
the new structure, but HLH’s
share price would grow without
being dampened by Rainbow.
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RaviN MAHARA.I

; -c‘f‘:-ﬁ'. 2 iz Z??
Durban— gr fl !v rds be-

tween Rainbow Chicken, the inte-
grated broiler producer, and the
Food and Allied Workers’ Union

{Fawn) was likely to escalate

after.the union decided to reject
Rainbow's plan to close four of its
farming and processing opera-
tions, Fawu said yesterday. |
Thabiso Pule, Fawu's national
negotiator, said the union would
“totally reject”.the company s
plans fo close operatlons in Not-
tingham Road (KwaZulu Natal),
East London (Eastern Cape),
Krugersdorp (Gauteng) and Bel-
ville (Western Cape) which were
. likely to shut down onJanuary
16. About 2 (00 jobs could be lost.
Pule said Rainbow wanied to
conclude all discussions with the
~union by the end of November.

This had angered Fawu, which

wanted more time to come up

ith alfernatives.

“We cannot co-operate under
“§0gh limiitéd time constFaints.
And membership has mdmated
"that this is tota]ly unagceptable.

““In addition, members want

" to know why operations are clos-
ing down. They are not convinced
that the' company cannot afford
~ to keep them on.”

Pule said the union would en--

gage in its own verification

process and come up with alter-

 natives to closure.

.. “We want to gain an insight
into Rainbow’s strategic plans.
Why. are production losses so
high? And what are the company's
intentions regarding its pro-
gramme of investment irtto people
and facilities launched in 19967”

Pule said members had indi-
cafed - ‘they had not been “ade-
quately consulted” over the pro-
posed plans. “We cannot
understand why. the company
_has. mdlcated that performance
: nnprovement and ratlonahsatlon

programmes aimed at h1gher
productmty are recewmg sensi-
tive attention when it is becom-
mg clear that ali they want to do
is close those four.aperations.”

] Rambow was unavailable for

comment. The share closed at 54¢
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Iniports take toll of

1

embattled Rainbow
L ~envg- Ega,t‘ e)q,:'_ HULTRY

AN — Em d broiler producer Rainbow
Chicken stretched operating losses to R113,4m (first
half 1996: R110,2m) in the six months to September,
despite measures taken over the past 12 months to
improve efficiencies. . -

Analysts did not know when a turnaround might -
be achieved. Rainbow said yesterday the industry
had been under “extreme pressure”. Cheap imports,
accounting for 15%-20%-of consumgtion, had been
irading at a 30% discount to lecal production. ‘

“While the recent introduction of an increased tar-
iff on imported frozen chicken should assist the local
industry by tempering import volumes, this was tog
late to affect the period to September,” the firm said. °

Group revenue rose 8,7% to R1,1bn, primarily due
to the 11,8% higher Epol sales, but this was offset by
declining poultry selling prices. A rights issue tem-

eréd the attributable income loss to R128,6m
?Rlﬁﬁ,Bm) and the dividend was a%lajn waived.

Société Générale Frankel Pollak analyst John
Moses:said both management’s lobby for higher tariff"
protéction, and its proposal to shut down four plants-
and reduce the labour force by 2 000, were necessary"
in the company’s bid to save itself from further losses.

He was unable to say whether the steps would
resolve the company’s long-standing problems.

- —- -
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RAVIN MAHARAS

Durban - The bad times are con-
tinuing at Rainbow Chicken,
with the group once againreport-
ing large losses over the six
months to September 30.

The company said yesterday
the South African broiler indus-
try had been under extreme pres-
sure. In addition to sirong local
production, increased volumes of
cheap imports accounted for 15 to
20 percent of consumption and
were selling for as much as
30 percent below the local cost of
production.

There had been a modest
recovery in line with seasonal
demands, but to below the levels
of last year, the company said.

The company said the excess
of overall supply relative to de-
mand had led to a large build-up
of stock in the industry and at
Rainbow. But inventory had de-
clined to more reasonable levels
towards the end of the period.

Rainbow also said it had made

satisfactory progress in achiev-

ing processing production
targets, but continued poor

Rainbow rep
P

©

o

FOR THE YEAR ERDED SEP 301977

 Operating profif (R}

- tributobla income(R}  128,5m 165, 8m

performance in farming
production had negated those
improvements.

Epol continued to perform
well and lifted its operating prof-
it. Tts increased sales of 11,8 per-
cent contributed significantly io
the increase in group revernies.

Interest paid had dropped to
R13,3 million (R56,4 million} fol-
lowing the cash received from the
7 percent compulsorily convert-
ible cumulative preference shares
issued in September last year.

The company said capital
expenditure of R31,4 miilion
(R22,2 million) was incurred in
upgrading group facilities in
farming and processing areas.

et proviows
Turnover (R} Tlbn 9876m -

CM3Am) (M0Im} 29

orts interim losses
S INCY)

S TieN

That expense, and
the trading losses in-
curred, increased inter-
est bearing debt by
%dongz i R116,4 million to
87 R205,6 million, resulting
in a debt-equity ratio of
21,3 percent (19,9 per-

il

225 cent),

Looking tc the
future, Rainbow said it
had engaged employees
in a consultative

process aimed at restructuring
and streamlining the business to

reduce costs and improve effi-
ciencies, while maintaining and
developing sales volumes.

“The time it takes Rainbow to
return to profitability will
depend on the successful imple-
mentation of these processes,”
the company said.

Rainbow said measurements
taken would involve more once-
off costs during the six months to
March 31 next year. Further loss-
es during this period would
result in a substantial loss
incurred for the year as a whole.

O Business Watch
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COMPANY NEWS

| Chicken producer still unable to pay way after recapitalisation following Huntcor and HLH unbundling

‘| SHIRLEY JONES

#| Durban — Rainbow Chicken was still
il haemorrhaging despite its recapitali-
i sation, analysts pointed out vesterday
# 1in the wake of details of the delisting
[ andliquidation of Huntcor and the re-
Y ' structuring of Rainbow and its parent
i company; Hunt Leuchars & Hepburn.
t  The consensus yesterday was that
{Huntcor and HLH had been lefi with
Ao option but to unbundie, feeding
i "Rainbow through to its controlling
i shareholder; Rembrandt. Removing
{| the loss-making Rainbow from the
' HLH balance sheet and leaving it with
i just the profitable Robertsons, the
spice producer, and Transvaal Sugar,
ould ultimately give the stock some
ppeal, analysts concurred.
:  In short, the restructuring com-
i prised the distribution of Huntcor's
Shares in HLH and Rainbow to its
wgnmwcﬁmwm followed by the delisting
and ligiiidation of the ultimate

holding company, The restructuring
of HLH would include an offer to
acquire the remaining 7 percent pref:
erence shares in Rainbow for 85¢c,

* their conversion to ordinary shares

and the distribution of these shares
directiy to shareholders.

According to the company’s direc-
tive, the rationale behind this restruc-
turing was Rainbow’s inability to ser-
vice the 7 percent coupon on the
preference shares, issued when the
loss-making broiler producer was
recapitalised in October last year:

The restructure also signals the
winding up of SC Methven, which

would be liquidated. ., - ~
- Analysts agreed that; following a--

R128,6 million attributable loss at the
interim stage, these moves fuelled the
Persistent talk that Rainbow would
ultimately be delisted in a last-ditch
attempt to save the company,

- It would be the kindest thing to do,
a Durban analyst said, pointing out

W"W@m:.:oﬁg.m:m still leaves R

ainbow bleeding

T (1) BI1[9TF  EPoucrry

B s
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that there was little more damage that
the latest restructuring announce-
ment could do to the beleaguered
Rainbow, which was already trading
at a low of 52¢. He said Rainbow had
failed dismally in converting from an

essentially entrepreneurial company-

to a large corporate business.

He Iikened Rainbow’s problems to
those of supermarket group QK
Bazaars, which also had to be delisted
before it was sold. However, he point-

ed out, it would be difficult to find a
buyer for Rainbow and few, if any,
buyers would be able to do anything
for the company that Rembrandt was
not already capable of doing.

He said unlike O, however, there
appeared to be less light at the end of
the tunnel. He said many things were
out of control. Although Rainbow
could do little against dumping of

-Cheap chicken portions in the South

African market by American produe-
ers, losses. stemming from this
problem had been exacerbated by
poor management, a failure to incen-
tivise the labour force and runaway
production costs.

Another analyst pointed out that
the time Ieft for Rainbow to set things
right was running out. Rainbow did
not seem to have a grip on controlling
costs, despite declarations that a far-
reaching sirategy was under way

Dave Marlow, Rainbow’s chairman,
could not be reached for comment;




Import dHties
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Nicola Jenvey

DURBAN — The deterioration of
the rand and the long-awaited in-
creased duties on imported chick-
en hindquarters should provide
the local industry with the breath-
ing space to stabilise and return to
“reasonable” levels of profitabili-
ty, National Chick (Natchix)
chairman and MD Mike Walne
said yesterday. ‘

Reviewing the group’s year to
September, he said dumped chick-
en imports and the local overpro-
duction had compounded the dif-
ficult trading conditions in the
past year. Natchix had also inher-
ited high input costs from the pre-
vious year.

Walne said the strong second-

[3

NI

NDJFMAMJJASON

97
Graphlc: KAREN MOOLMAN _Source: I-NET

will aid industry’

GroyLTEY.

dividend cover and he was “satis-
fied” with the resuilts given the
conditions under which Natchix
had operated.

Reviewing operations, Wailne
gaid the temporary reduction in
hatching egg supplies and resul-
tant lower chick production in the
first half-year was corrected and
full-year levels were on target.

“An increased flow of fertile
eggs from the breeding division
coupled with a high hatchability
rate, pushed output to record lev-
els and, despite the severely de-
pressed marﬁet, product was sold
atstandard prices,” he said.

The Lesotho and Swaziland
hatcheries made meaningful con-
tributions, while the new R6,5m
venture in Botswana would come

half performance had enabled the . . . .
day-old broiler chick producer to D88 and the intensive capital ex-
lift revenue 22% to R%l’?bmfand (ii.n- ‘ Pe‘%{;"gﬁgg‘)g: :m.mgé a share
crease operating profit before de- T
preciation nearly 12% to R20,7m. dropped to 28,6¢ (1996: 39,4c) on a
However, the 36% rise in fi- 19% increase in the number of
nance charges and depreciation {o shares in issue, but the annual
R10m reduced attributable profit dividend rose to 12¢ (7c). Walne
8.8% to R9,7m. This alsoreflected  5aid the 2,5 times cover wasin line
the lower second-guarter earn- with the stated policy on future

into effect at the end of the year. In
the current year Walne bélieved
this venture was poised to add fur-
ther weight to the group’s cross-
border operations.

He said Natchix had completed
75% of its expansion programme
and was “well placed” to take ad-
vantage of a more confident indus-
try expected in the near future.
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Durban — Rainbow Chicken,
the ailing broiler producer, and
drade unions representing about
2 000 workers, who will lose

-their jobs when four of Rain-

bow's operations close in the
new vear, had put into place a
rationalisation agreement out-
lining conditions of retrench-
ment packages for the workers,
the Food and Allied Workers’
Union (Fawu) said yesterday.
Fawu said last month that
Rainbow would close four of its
operations — Tast London (en-
tire operation), Krugersdorp
(processing operation), Notting-
ham Road (pedigreed breeding
operation) and Bellville (process-
ing operation) — in mid-January
niext year, '

. The company, which has
10 680 employees, would retain its
operations at Worcester (Western
Cape), Hammarsdale (KwaZulu

. e ¢
) 7|12 |97

(B)Foy

Natal) and Rustenbtifg (North
West Province). ‘

Thabiso Pule, Fawu's nation-
al negotiator, said the rationali-
sation agreement outlined is-
sues that had been agreed by all
parties.

But, he added, Fawu would
also speak to Rainbow’s manage-
ment ahout creating joint ven-
tures with Rainbow at its remain-
ing operations. .

In addition, Pule said the
union wanted to know what the
company intended to do with ma-
chinery and equipment at opera-
tions that were going to close, and
what strategic plans were being
put into place to ensure the effi-
ciency of remaining operations.

Employment of supervisory
staff at remaining operations
would also be‘examined, Pule
said.

Arcording to the rationalisa-
tion agreement, one month’s
notice would be given to all

LT

affected’employees, which wouid
run from December 15 to Janu-
ary 16 next year. )

With reference to severance
pvackages, all affected non-
salaried employees would re-
ceive 2,75 weeks' pay a year of
completed service up to a maxi-
mum of 10 years of service,
thereafter 0,25 weeks’ pay a year
of completed service.

In addition, the company had
undertaken to set aside a budget-
ed amount for the vocational
training of any retrenched em-
ployee who wanted to embark on
a training programme to help
that employee find a new job.

Monthly reports on the utili-
sation of this fund would be
made to the union’s offices.

The fund would remain in
operation for six months from
the date of closure of the opera-
tion, after which ahy outstand-
ing funds would revert to the
company.
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Ostrlch no threat'

SAto assure EU

ARG 912197

" A South African delegation Will meet European

Union veterinary officials this week to persuade
them ostrich meat can be i rted without risk
of disease. Dot TRy

Agriculture Minister Dergk Hanekom said yester-
day: “The delegation will visit Britain, Belgium, Ger-
many, France and Italy. Its main purpose will be to
gain support for the South African view that the
export of ostrich meat dees not pose a threat of trans-
mitting Newcastle Disease or Crimean Congo Fever to
importing countries.

“It will also be essential to convince the European
Commission that South Aftica can deliver the sani-
tary guarantees required by our trade partners.”

Newcastle disease affects poultry and is usually
fatal. Congo fever, carried by ticks, can be transmitted
to humans, but not by eating the meat of infected
birds.

An outbreak of Congo Fever at South Africa’s
biggest ostrich abattoir in Oudtshoorn last year led to
a temporary ban on exports of ostrich meat to Europe.
~Reuters




Nulaid deal 2 °

Roy COKAYNE

Pretoria — Although black eco-
nomic empowerment was somme-
thing the government truly want-
ed to embrace, this did not not
mean speeial protection for black
economic empowerment pro-
jects, Derek Hanekom, the agri-
culture and land affairs minister,
said this week.

“Ag sopn as you start intro-
ducing special measures, you
defeat the objective of achieving
a competitive economy and eco-
nomic growth,” he said.

Hanekom said recen{ mea-
sures taken to increase poultry
tariffs were appropriate, but
stressed this was a temporary
_measure introduced on the basis
" of an analysis of the situation in
the country and as a result of
product dumping.

=Y Y[R |9

a ‘role mod fr blacks

INSPIRATION Agriculture
Minister Derek Hanekom

He stressed the tariff increase
had nothing to do with black eco-
nomic empowerment projects,
and there was “a difference be-
tween support measures for

==

black economic empowerment
projects and the protection of
these projects,” he said.

Hanekom was speaking at a
function at which 16 employees at
the 25ha Hirise Farm at Olifants-
fontein near Pretoria of ; Nulaid,
the national egg producet; signed
an agreement to acguire the farm
property, poultry sheds, equip-
ment and 163 000 hens for more
than R8 million.

" He said the Hirise project em-
braced true black economic em-
powerment and also addressed
the important issue of worker
empowerment.

Hanekom said the Hirise
worker empowerment project
needed to succeed to serve as a
source of inspiration and a
model for other enterprises
which wanted to embark on sim-
ilar projects.

CoulLTeY
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Durban — Poultry that the US*
wasexporting to South Africa was
a by-product of the US market de- _
mand profile and was the main
reason for unfair competition,
7ach Coetzee, the executive direc-
tor of the Southern African Poul-
try Association, said yesterday.

Coetzee said in the US, chick-
en breasts were sold at well over
$1.50 — up to $2 a pound — as op-
posed to leg quarters, which sold
between 23c and 50c a pound.

“They are getting rid of an
unwanted item which cannot
raise a decent price in the US,” he
said.

“gg strictly speaking, .

American chchen is not heing
dumped in South Africa and the
association has never claimed
that this is the case.”

Coetzee said this situation
also disproved a statement by
Jim Summer, the president of the
US Poultry and Egg Export Coun-
cil, who said the South African
notion was that US companies
charged a premium for breasts to
subsidise the rest of the market.

Coetzee said there was a basic
efficiency backlog of 27 percent
between South Africa and the US,
which was covered with a gener-
al tariff. He said the R2,20 a kilo-
gram tariff — instituted earlier
this year by the Board on Trade
and Tariffs — addressed the

U

“disruptive” by-product sales
into South Africa and still left the
importers with a R2/kg profit
margin above the local produc-
tion price.

“The US industry represents
between 30 and 40 percent of the
world production. The South
African industry only represents
0,8 percent. A small surplus on
the US market can totally wipe
out the South African industry”

Coetzee said the imported
product was not offered to con-
sumers at cost, as importers were
not charitable institutions. South
African consumers were not
reaping any benefits (as the land-
ed vrice would suggest) from the
cheaper price.
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ostrich scam

| (Boucihy
Donald McNeil reports on orie0f the greatest
ostrich-smuggling scams of all time

imotheus Voges sayshehas ™~ <&

gone straight thesé days,
but there was a time when
. he was the most devious os-
trich smuggler in Africa. _
He’s just another businessmail
now — like any other who owns § 000
birds that dress like model Carol
Channing, kick like king of Kung-fu-
movies Jackie Chan and have the
brains of gnats. But in the headgys
of the early 1990s, when Texans with
visions of low-cholesterol red meat
and pimply looking Gucci bags danc-
ing in their heads were paying as’
much as $150 an egg, he was an 0s-,
trich lord. o
He pulled off his greatest scam in
1994, when instead of smuggling birds
over a border he smuggled the bor-
der out from under 860 birds.
To explain that, one must go back

101982, when Voges, who has dabhled
in everything from tyre retreading to
commercial fishing, decided to try his
hand at ostriches.

At the time, South Africa domi-
natedthe‘trade the way Russia dom-
1) _a'blgs or the Netherlands

dgminated tulips. Qudtshoorn,

: s -ostrich capital, still -
5 g gtlier palace” mansions -

kheti‘the Victorian craze for
. ostrich-féather boas made million-
mrgs of Zfew farmers, To protect its
near-monopoly, the powerfut ostrich-
ranching lobby had prevailed on the
government to outlaw the export of
live birds or eggs. Coh i

Taking a risk, Voges bo’ugh§ some '«
South: African birds and started for -
the'border. “The consexvation people
were waiting for us theré wit
guns,” he said. He blan? thd X

Karoco Kobperasie for tipping them off.
But in 1082 Namibia was still vir-
tually a colony of South Africa. A
court ruled that he wasn’t really ex-
porting them and, after the birds
spent a few months in quarantine,
they were released to him,
<At first he was not very good at it.
His chicks had an 85% mortality rate,
As another rancher has lamented:
“Thege stupid birds just go looking
for'things to die of.”

But he struggled along, eveniual-
ly building a large ranch in the town
of Mariental, which nowadays has
7581 people and more than that num-
ber of ostriches. o

Iy 1990, when Namibia gained in-
dependence, Vogesand othey ranch-
ers persuaded the new agricnlture
minister to legalise exporting, and he
pegan making money at that.

A year later, for reasons po one
really understands, the American 0s-
trich market went wild. “It rmgh,t
have been cowboy boots, I don’t
Know,” Voges said. «“ Arnericans seem
to like fads.” )

*-Would-be flightless-biped mag-
nates from New Jersey to Ca]ijmla
drovetheprice ofa breeding par up
to $35 000, and of & fertile egg to $150.

Meanwhile, in South Africa, farm-
ers were forced 10 trade at priges set
by the Kiein Karoo Kobperasie and
were getting less than atenth of that.

Opportunity pecked. _

Trom 1991 to 1924, ostnch-spiug-
gling arvests goared. South Africans
would drive up to remote sand dunes
on the Namibian border, cut h91es
in the fence and chase their birds
through to confederates on the other

side; They would even scatter COrn

| -toafiract guinea fowl to cover the

big birds” tracks and wipe battery

~ cutslookold. [ Tt

" aieid on the fence wites to ‘make the

. .. One enterprising family boughita

 ranch that straddled thé frontier and
imported birds on one side while ex-
porting them from the other.

And— lest one be acetised of stick-
ing one’s head in the sand — it must
be noted here that Voges was part of

»those scandals. The Great Namibian
_ Ostirich Trial opened on July 27 1993,

{ » heralded by the headline “Ostrich ty-

»-'éoon faces 137 charges”.

- He and four workers at his ranch
were accused of being the last stop
for a smuggling ring based in Boshof,
in the western Free State, that flew

small planes over the border by
night. They were charged under
everything from the Animal Disease
and Parasites Act to the Riotous As-
semblies Act. .

The trial’s high point was the tes-
timony of Willie Hattingh, a bush pi-
lot whose fiery night-titne crash led
to the arrests and unravelled the
whole scheme.

As Hattingh told it, his last cargo
was not the usual eggs or chicks but
87 adult birds, carried loose in the
cabin behind him, hot even wearing
their seat belts.

On his final approach o a dirt run-
way lit by flaming tyres, he dipped the
nose too low. Normally he could have
adjusted, but his passengers, whether
unbalanced or simply curious, sud-
denly shuffled forward, pressing
“right up against the cockpit seat”.

he plane tipped and began to

I plummet. Veering to avoid a

windmill in the dark, he

clipped a tree and crash-landed, skid-

ding 550m but walking away alive.

Only two birds died, and another
broke a leg and had to be killed.

As luck would have it, Zimbab-
wean President Robert Mugabe was
due to visit the area the next day to
study modern ostrich farming. Voges
and three others, worried that the
wreck would draw the police, cutup
the plane and threw the pieces intoa
dry well — to no avail.

The trial dragged on for months,
and even included Namibia’s first os-
trich DNA tests to see whether the
birds were wild, a more serious of-
fense. In the end Voges was fined
R400, for interfering with the inves-
tigation of an aircraft accident.

‘“We had good advocates,” he said.
“The laws were old South African
laws, full of 1oopholes, We walked.”

The scheme was admittedly ille-
gal, he added, “but everybody did it
in those days”. — New York Times
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[SASs high chicken price

Johanneshurg - South African
consumers pay the highest chicken
prices in the world, according to
Jim Smmner, president of the
United States Poultry & Egg Export
Council based in Atlanta, Georgia. -

For example, he said, whole fresh
" the US government

chickens soid for R6,98/kg in the US,
while they sold for R11/kg or more in
South Africa, Quality boneless, skinless
chicken breasts sold at R19/kg in the
US, while the equivalent product in
South Afiica sold for R25/kg.

Mr Sumbner said accusations that

- | the US dumped poultry in South Africa

were “completely untrue”. He said US
chicken producers had no incentive to
dump chicken anywhere, especially

- .| when demand far outstripped supply as

0.0 | itdid at present. ,
'|° Hesaid the South African market’

accounted for less than one percent of
U8 chicken exports.
“South African sources claim that

I T - I IO B I

the import of US Products is disadvan-

taging the local producers,” he said.

“About 10 000 tons of poultry product is

coming into South Africa each month.

Last year imports represented only

about 14% of total local production.”
{Mr Sumner said

did not subsidise
the production or
export of poultry.
The domestic price
of US poultry deter-
mined its export
price,

“Market prefer-
ence is one of the

factors which enables us o export poul-
" fry at agood price,” he'said. '

“In the UJS, consumers have an over-
whelming preference for breast meat
and also are prepared to pay premium
prices for a fresh and further processed
product. - ’

e e

“Qouth African consumers tend to
-prefer the darker meat of the chicken
and we are therefore able to sell our
chicken leg guarters as a commodity
item at an exceptionally good price.”

" But, he said this price would apply

worldwide,

He said the entire
poultry market in
South Africa was

- smaller than the
pouliry market in
California alone and
much smaller than
the market in Russia.
This gave South

) African importers lit-

tleleverage in negotiating a good price.
He said when he met major
importers and distributors in'South
Africa a few months ago, the unani-
wmous view was that the new higher
chicken tariffs would only provide local
producers with the justification to

g home to roast
(roucrey ARG bJ1d] 47

increaselocal prices.

“Their prediction was that, within a
fow weeks of tariifs being increased, the
local industry would raise its prices.
The only one to lose would be the South
African consumer.

“We should also point out that
America does not have a board on tar-
iffs and trade to control prices. In Amer-
ica, prices are purely the resuit of sup-
ply and demand.”

~ Mr Sumner said South African pro-

_ ducers had allowed imports to hecome

_the price-market leaders and main-

tained a policy of pricing their products
at just under the import price.

Regardless of the operating costs of
local preducers, if imports went up in
price, so did local market prices.

This had the effect of steadily dri-
ving up prices for South African con-
sumers, without any increase in guali-
ty or competitiveness for the industry,
he said. - Sapa :
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ETIENNE SWANEPOEL

Unbundling Rainbow Chicken
ﬂ'ut of the textbook

1SSJ[I'CS@§“

unt Leuchars & Hepburn

(HLH) was the control-

ling shareholder of Rain-
bow Chicken. HLH was in turn
controlled by Huntcor. HLH also
holds controlling interests in
Robertson and TSB, both of
which are high-performance
companies,

Regrettably, the same cannot
be said of Rainbow Chicken,
which has realised losses over
the last year or so. As a result of
the Rainbow losses, HLH's shares
have traded at a considerable dis-
count to their true value.

In order to unlock the under-
lying value within HLH it was
resolved that Huntcor would be
liguidated and its shareholding
in HLH distributed to its share-
holders, of which Remgro is the
controlling shareholder.

HLH in turn resolved to dis-
tribute its underlying shares in
Rainbow Chicken by way of an
unbundling exercise to its
shareholders, the controlling
shareholder of which is now
Remgro.

The unbundlings were ap-
proved at various shareholder
meetings last week, and share
certificates in respect of the
affected shares are to be posted
from today.

@ FOULTET

he market has responded
favourably to the unbundling
exercise, and the shares of HLH
have gained substantially since
the announcement and imple-
mentation of the restructure.

This restructure has been a
textbook exercise in shedding a
poor-performing invesirent in a
company of which other parts
perform well. As the resiructure
has taken place by means of an
unbundling in terms of section
80 of the Income Tax Act, No 113
of 1993, no transfer costs were
incurred in the restructure.

It would seem as if one issue
has not been addressed in the cir-
cular to the shareholders of Rain-
bow Chicken relating to the re-
structure, namely, that the
unbundling has resulted in a
change of control in Rainbow
Chicken from HLH to Remgro.

An “affected transaction” is
defined in section 440A of the
Companies Act, No 61 of 1973, as
including any transaction or
scheme which has or will have
the effect of vesting control of
any company in any person in
whom control did not vest prior
to such a transaction or scheme.

Section 440L of the Compa-
nies Act in turn provides that
subject to any exemption by the

Securities Regulation Panel no
person shall enter into or propose
an affected transaction except in
accordance with the rules of the
Securities Regulation Code.

The change of control of
Rainbow Chicken is more acade-
mic than real in the sense that
ultimate control in Rainbow
Chicken did in reality vest in
Remgro prior to the restructure.

However, according to the rel-
evant provisions of the Compa-
nies Act, the restructure would
seem to fall within the definition
of an affected transaction and
would therefore be subject to the
jurisdiction of the Securities
Regulation Panel.

The mere fact that the rele-
vant circular did not deal with
the issue does not mean the issue
will not be dealt with in the fu-
ture. Alternatively, the relevant
consent from the Securities Reg-
nlation Panel may have been
obtained already.

O Etienne Swanepoel is a director
of the Cape law firm, Fazrbndge
Arderne & Latton. The opinions
expressed dp not constifute advice.
Readers should direct any queries
to their legal advisers. Company
information was supplied by
Stock Press.
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- OSTRICH FARMING

Hong Kong pu]ls its head out of the sand

PEerer Humpum )

ary of losing money in -
‘;‘) volatile financial markets?

Don't stick your head in
the sand. Invest in an ostrich.
A Hong Kong company is offer-

" ing the chance to buy into farms

that raise the huge flightless birds
for their high-grade meat, leather
feathers and oil.

In a region where investors seek-
ing quick fortunes have lost money

“in recent stock market crashes,

Global Ostrich group’s marketing

and investrrent companies are tout-

ing an investment which they say

can generate annual income three :
times the size of the orlgmal mvest- .

ment in six years. .
But patience is a prerequlsxte. h
“You need enough cashflow to

wait two or three years for a good re-

turn,” said Raymond Lam, the man-

- aging director of Global Ostrich In-

vestments, one of the Australian-

based Cirele C International/Global '

Ostrich group of companies.

“It's not a short-term get-rich-

quickly programme. It's not for that
kind of speculator;” said Karen Chan,
the marketing manager. “It's a longer-
term itwestment for a steady income,”

Global Ostrich projects a 291 per-
cent annual return on invesiment in
six years.

The calculation is based on start-
ing with three ostriches to produce a
breeding flock of 34 birds after six
vears while selling 170 birds a year.

Investors can buy a share of the
farm in & variety of packages. Sold in
units of one, two or three birds for
A$9750 to A$29250 (R31718 to
Ro1 156), the scheme involves a down-
payment and monthly installments.

The birds are raised on Global’s
farms in Australia, where a hot dry
climate provides ideal breeding con-
ditions. Eggs are produced after two
years, and the birds can lay up to 70
a year An adult stands about 2,5m

tall, weighs 130kg and can live for 70 -

to 80 years.
Global Ostrich has pulled in 104
clients for the scheme in its first year,

- . T TP SR, . et

and in 1997 launched 2 marketing
company to sell the meat, leather and
feathers in southeast Asian markets.

While ostrich products have -

scored well with middle-class con-
sumers in Smgapore. Lam says the
group now hopes to push the goods
upmarket in Hong Kong and Japan,
where it intends to launch a new
company next year.

A good ostrich produces 30kg of
meat valued at US$7 to US$8 a kilo-
gram, yielding about US$240 worth
of meat, Lam said.

. The Australian Heart Founda- '
tioni has rated the meat healthy be-
cause it is low in cholesterol and fat.

“It's an alternative for people wor-
ried about heart conditions or can-
cer: They can eat ostrich instead of
red meat or chicken,” Lam said.

Hong Kong nutritionists are
examining the meat to judge
whether it could be used to feed hos-
pital patients.

The meat is currently offered by
a Hong Kong fast food chain, the
Cafe de Coral, in the form of an

ostrich hotpot and distributed in

"frozen packets through a Hong Kong

foodstore chain.

Some Chinese restaurants in
Hong Kong have ostzith dishes on
their menus, and five-star interna-

. tional hotels in the city have offered

ostrich steaks to their guests,

But not all diners are delighted.
“When they told me what it was, I
almost became a vegetarian,” one
hotel guest said.

Ostrich hides produce 14,5 to 16
square feet of leather worth an aver-
age of US$26 a square foot, so the
smallest bird is worth US$377. To-
gether with the meat, a single ostrich

" can therefore yield US$580 or more,

Japan consumes 70 percent of
the world’s “Rolls-Royce” of
leathers, a durable hide with a
distinetive natural quill pattern.
Ostrich oil is an ingredient in
cosmetics and drugs.

The feathers are also a valuable
product. “Ostrich feathers are free of
static electricity, and when you
brush something with them the dust

.

LR
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is cleaned off completely,” Lam said,
Apart from traditional use in
ladies’ fashions, the feathers are
nsed to dust off cars before they are
spray-painted, and they can be used
in the assembly of computer disks.
Ostrich preducts were first used
by the ancient Egyptians. Euro-
peans first encountered the birds in

the 13th century

Europeans tried farming ostrich
es a century ago in South Africa,
which is the biggest exporter today
with an ostrich industry generating

- annual turnover of US$200 million.

Aftempts at ostrich farming in
Britain and Belgium were shut
down after it was revealed the firms
were selling birds they did not actu-
ally own, or were selling birds three
or four times, Lam said.

“We only sell the birds we have.
We don’t sell birds we don’t have.
That's why we offer different pack-
ages at different times of the year,
depending on how close we are to the
breeding season,” Lam said.

The search for alternative meats
has received a kick from the recent
“mad cow” disease beef scare, which
caused some Britons to turn to
ostrich and kangaroo as a safe alier-
native red meat.

Ostrich farming has been cast
into controversy in many parts of
the world where it is being tried,

Heated debates have raged in the
letter pages of newspapers over the
nutritional value or popularity of
ostrich meat, and whether ostrich
farming is really viable.

But there has been a prolifera-
tion of interest, not least on the
Internet, where chat groups debate
the industry’s pros and cons and
ostrich farmers exchange tips.

A search of the World Wide Web
throws up more than 850 document
sites dealing with ostrich farming.
Some of them market the idea, oth-
ers teach you how to do it.

One extensive site, “Ostriches
Online”, offers services ranging
from fraining for would-be ostrich
breeders to “ostrich farming soft-

are” and recipe books. — Reuter
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Country has been given another n_,_m:nm to clean up its act and meet new ﬂm

ndards )

By Prisairn SoucH

cuth Africa is again in the

running as a major sup-

plier of ostrich meat to
the European Union, but a per-
sistent poultry disease here
could stop aH exports if it isnot
stamped out in the next six
months,

After a Emmnbm in Europe
last week between the standing
veterinary committee of the En-

" ropean Commission and a South
African delegation, it was de- -

cided to give the local ostrich in-
dustry another chanee to clean
up Newcastle disease and meet
the new EU regulations and
standards.

In July, the mEdummu Com-
mission published a list of coun-
tries outside the EU which
would be allowed to export os-
trich meat to EU countries from
next month, and left out SA and
countries within the Southern
African Development Commu-
Rity region,

SA vehemently ohjected to

the EU and said six abattolrs
were already approved for ex-
port to the EU and their names

“supplied to the European Com-

mission last year, according to
Dr Gideon Briickner; director of
public veterinary health.
Currently, more that 80% of
all ostrich meat exported to the
EU originated from SA, accord-

Em 8 the Department of Agri-
culture.

Briickmer wEa yesterday
that the Commission’s decision
wasa ﬁsuog reprievefor SA
and that if major moves to erad-
icate the disease in the next six
months were unsuecessful, the
EU would stop importing South
African ostrich meat.

“The presence of Newcastle
disease in pouitry and ostriches
in South Africa is still a major
stumbling bleck in convineing
the European Commission that
the export of pouliry meat poses
no risk of transmitting disease
to European countries,” he said,

Newcastle disease was a vi-
ral infection, affecting pouliry

throughout the country, and had
been in South Africa for many
years, Britckner added.

“While it (Newcastle) is a
controlled disease, our goal isto
eradicate it. We have to give the
EU guarantees that there is no
threat of disease or infection be-
fore they close imports.”
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J ohannesburg South Afnca is
again in the running as-a leading’
supplier of ostrich meat to the
European Union, but a persistent
pouliry disease could halt exports if
itis not stamped out i in the next six
months. :

This is the message from ameeting
in Europe last week between the Stand-
ing Veterinary Committee of the Euro-
pean Commission and a South African
delegation. It was decided to give the
local ostrich industry another chance
to clean up Newcastle disease and meet
the new EU regulations and standards.

‘In July, the European Commission
published a list of countries outside the

EU which would be allowed to export.

ostrich meat fo EU countries from Jan-
uary, and left out South Africa and
other countries within the Southern
African Development Community
region.

Gideon Briickner, dlrector of veterl;
nary servicessaid South Africaiobject- -
ed and said that six abattoirs had

already been approved fo provide
exports to the EU and their names sup-
plied to the European Cormmssmn last
year.

Currently, South Afrlca provides
more than 80% of all ostrich meat

“in poultry and ostriches in South Africa

. nothreat of disease or infection before
‘they close imports. ’

weat to

lza;;a;c;,

exported (4] the EU, according to the
Department of Agriculture.

Dr Briickner said this week that the
commission’s latest decision was a tem-
porary reprieve. If moves to eradicate
the disease in the next six months were
umsuccessfill, then the 15 EU countries
would stop importing ostrich meat.

“The presence of Newcastle disease

is still a major stumbling-block in con-
vineing the European Commission that
the export of poultry meat poses no risk
of transmitting disease to European
countries,” he said.

Newcastle disease was a viral infec-
tion, affecting poultry throughout the
country, and had been in South Afrlca
for many years.

“While it (Newcastle) is a controlled
disease, our long-term goal is to eradi-
cate the disease. We have to establish
areas of outhreak of disease and try and
give guarantees to the EU that there is

S0 far, exporting ostrich meat to the
EUhasbeen on a bilateral agreement. A
team of experts will be inspecting
ostrich farms in the middle of next year
to check if we meet the sanitary
requirements,” Dr Briickner said,
adding that ostrich farmers were keen
to get rid of the disease.
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FPLHENGELO — go.qm over nEanu Watch out
#%.Y0iheaf Optrich meat wants some respect — and
«< 4" maricet share.

: E 21" Farmers, exporters and breeders of the tall,

45 “awkward bird are mma_bﬂm glut of meat, low

prices and a sceptical pub

Frustrated that the meat is shrugged off as

w%r = an exotic om&ﬂ. they banded together at a re-
7 cent trade ﬁ ering in the Netherlands to pro-

: h S " ‘moteitasa ealthy, everyday staple.

"% Organisers of the new International Ostrich
e :&umoﬂmaou planned mass-market advertising
s7ns igns to spread the word about juicy

600 gtenkis with halfthe fat of beef
e ﬂww« cooked up a storm, with a gold-
*930%medal chef offering everything from ostrich
paté to sushiand stir-fry.
It will be a battle, though, to win over a wary
public, says the chairman of the new group.
“There is resistance to eating it. Some people
¥ think, how could they eat such a beauti
said Peter Strijdom, who exports ostrich meat
“from leading producer SA.
“It’s a lack of knowledge. A lot of people
think 6f it as  zoo animal,” said vice-chairman
. Fred van der Horst, a Dutch ostrich farmer,
-mmw The drive to wnoEoum ostrich meat was
“spurred by a burgeoning industry faced with an

=

BTG

bird,”

[ }..L! - e

%Omﬁor meat S@:mﬁ\ in 1bid .ﬂ

oversu ply of meat, especially in SA where
prices have EﬁE..pmnmm

The sector is also undergoing a shake-gut in
countries such as the US and Britain, where
Emmﬁvoﬁamm investors who were promised

profits are getting out ofthe business.
ompared to the livestock, pork and peultry
sectors, the ostrich industry is tiny.

“World production: of ostrich meat is abhout
4 000 tons. That'’s about the same amount of

.mcnw slaughtered around the world on one day,”
trijdom zaid.

But the ostrich industry itself has grown by
leaps and bounds over the past few years. This
year about 300 000 hirds are expected to be
slaughtered, more than triple the 1993 level of
about 93 000 birds.

That has sent meat prices tumblin "by up to
50% in SA, which produces the _”Ew_n of the
world’s ostrich meat.

Hence the mowe to develop new markets,

The International Osirich Association,
launched at the Dutch meeting, has members
gcattered across the globe,

Ostriches like dry, warm climates such as
Israel, the second biggest exporter, China, an
emerging player, and Spain and Portugal.

“We're planning a global marketing cam-

0 increase am Eﬁwﬁ mrmao

O PourLtRr

m_E%u ” said Vander Horst.
levision advertisements wonld extol the
low-fat, iron-rich meat, sports stars would be

wﬁnﬁdm eating robust ostrich steaks and TV .

n#m%w_.wqo&m show WMM: to cook mawm _Muumm.wum
promotion, in early pl stages
ghead of a push for funds from merbers, would
bombard two or thres markets af first.

“If we can just mmn 1% of Germans to eat om-
trich meat, it would take up the total world pro-
duction,” mﬂd dom enthused.

Part of the drive to gain acceptance involves
dreaming up recipes for the meat, which isred.

One bird can be carved up into ahout 30kg of
meat, with drumsticks weighing in at about
4 mwm each.

. Mostofthe cuts are fillets or steaks, but Ger-

man-born chef Hubert Schmieder has let his
imagination run wild in coming up with suit-
mzm%nnmw mm ho has 6 culinary old
eder, who won 1 go
medals during his 54 years as a chef, likes to~ .
smoke the meat like Westphalian _me. and cre-
ates impressive displays of hors d'oeuvres with
ostrich paté.
“Qstrich meat is also very good in sushi and

stir-fry,” said the 69-year-old who emigrated to .

the US and now teaches at Purdue University’s

p@Q\wm_ﬂ

.Eum German chef corfided: “I H.Hmmmu it very

ement Emﬁ._uuem

_simple; grilled or pan-fried very quickly.”
: e chefs wizardry intrigued conference-

.goers, many of whom see ostrich farming as an

challenge.
Zﬁﬂmm._.—m Ameloot, ﬂg left university in

.. Belgium four years ago, joined herbrother m an
- ostrich farming business after a short stintin a

conventional job.
“Yon look for something that has a future ..

" themestis _umm:“r% and the leather makes fash-

ionable products,” said Ameloot. -
Her brother Frederik switched from raising
cattle after the BSE crisis hit Europe and beef

© pricesfell, she gaid.

“Now we do everything from eggs to skins,”
Ameloot said.
Nathalie and other farmers have no sympa-

- thy for investors ﬁg _oma money in get-rich-

nan schemes.

“t was doctors and dentists who threw mon-

ES it instead of stocks or bonds. Some E»_pm

S paid $50 000 for a breeder a few years ago,”
Van der Horst said, adding they sold for a cou-
ple of thousand dollars now.

“We don’t want those types in this industry,”
he said. —Reuter.

-#531
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‘Feathers ﬂy as
SA"' farmers face
Q) tnch meat ban

Q"':f

' SAls ostrich meat exﬁarters were
facmg a threat of having their
% roducts banned by the Europqan
nion if the EU decided in the sec-
ond’ half of next year.to’ set,qp
more -’ ‘stringent regulatlons

. combat the spread of Newcas

| disease.’ .. ‘

A delegatlon, mcludmg Laqd

| Louise Cook
AD

| Hanekom, visited Europ 24N coy
tries recently to try to keep’ opgn
“the export channels to Euro
Liftle Karoo_ostrich . a atton'
GM Coenie Coetzee 'said ‘f stgr—
day riothing definite was de ‘
.during the visit and talks betwegn
SA’S state vetennary division and
the EUwould continue, - .
. “The biggest problem is the fact
that,: ‘when it came:to Newcastle

chickens, but trangmiitted récent-
| Iy osmches ~—the EU- made,po
’ stmcinon between

 “Thelocal mdustry-
walt and: see if the

er'p ult gy d,
: Iy an
t will impact on ostnch- -
( inoculation programmes
mllhavetobe adapte ‘tomeet the
| newrequirements,” Coetzee said:
‘The delegation vigited' Euro_pe
| to support the point of viéw that
| ostric meat posed 1o, health
threat a3
At'present, nelther France gor
the UK allowed the importation;pf
| ostrich meat from SA for fear:g;f
contaiination, -
However, 80% -of all ost?Jh
meat’ éxports went: to other
| member countries., -
|  Agriculture department dlrec-

that the EU was more mterested
in the type of medsures usedafo
control Newcastle disease than ge-
! tual research onit, 243

| and “Agriculture ‘Minister- De:gk e

cidgd

d1sease = an ailfent commor'to L

tor of veterinary health. Gidean . - .
Bruckner gaid indications. wege




Broiler indus

Nicola Jenvey

DURBAN — The depreciation of
the rand, coupled with higher du-
ties ‘oni*imported chicken hind-
guarters, should help local broiler
produgcers stabilise and return to
“reagbnable” levelg of profit, Na-
tional Chick (NatChix) chairman
and MD Mike Walne said in the
latest annual report.

With the day-old chick produc-
er having completed 75% of its ex-
pansion programme, the group
was well placed to take advantage
of “a more confident” industry,
Since acquiring Malan Chix in

D 20 |12 )¢
Octo%r, atChi %%beﬂ;?;he

largest layer chick producer in
southern Africa and Africa’s
biggest %oducer of day-old broiler
chicks. Walne said the group re-
mained focused on the breeding

" and hatching of chickens.

Reviewing the year to Septem-
ber, he said production had been
maintained above forecasts. Hat-
cheries had achieved good figures
and the combined effect of the in-
creased flow of fertile epgs from
the breeding department and
higher hatchability had raised
chick output to record levels.

Meaningful contributions were

- 1"}:5.‘?‘,"!'.

fitability

fou TRY
recetvéd from the Leésotho and
Swaziland operations at the oper-
ating level, while Botswana came
on line at year-end.

Walne said 12% (1996: 3,8%) of
total revenue was generated from
sales outside SA and this figure
was expected to rise substantially
in the new year as the regional op-
erations became fully utilised.

Capital expenditure totalled
R21,3m, lifting total spending on
new investments to R46m over the
past two years. Expenditure in the
yvear would be limited to essential
items and the final expansion of
the Gauteng breeding farms.

-
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- Natal and shift production to Worcester,

RaBOw ““'““EN@\@N\
A break-out of

new pro ims
g \
This soa opé?i?krs its 1998

season with all the usual intrigue

Those familiar with Rainbow’s troubled
past won't be surprised to hear that its new

list of ailments looks as terminal as ever.

r—

For startérs, it has been hit by yet another
departure, of sales and marketing director
on the operational Rainbow Farms board
Steve Pattinson. He is said to have left
about a month ago; it's not known why,

More crucially, it seems the long-awaited
rationalisation programme is running into
trouble, with Rainbow heading for a show-
down with the Food & Allied Workers
Union (Fawu) over alleged stripping of four
farming and processing operations ear-
marked for closure.

Fawt national negotiator Thabiso Pule
says the union is attempting to find buyers

source says Del Corral's contract expires at
the end of this year.

These developments and the un-
favourable weather evidently encouraged
the slide in the share price in December
from 50c to a historic low of 17¢ on January
7 despite a new duty on frozen chicken cuts
to stem cheap imports. The share is now
trading at about 24c. :

One insider says many smaller broiler
producers have delayed expansion until
they establish whether there is anything to

be picked off the bones of Rainbow, M
hesgefd

for each of these to avoid job losses, but is
being frustrated by Rainbow’s scorched
¢arth policy. "Rainbow is killing the breed-
ing stock or moving it to new areas and
taking some of the features which are part
of the buildings. It will take six months to
get the operations started up again.” .

Pule claims Rainbow is doing this to
ensure no-one will buy its existing facilities
and directly compete against it. He says
Rainbow could gain R10m-R15m in selling
its Krugersdorp, Gauteng facility and R70m

that this policy has already led two po-
tential buyers to reconsider, Rainbow also
plans to shut operations in Bellville, West-
ern Cape and Nottingham Road, KwaZulu-

Western Cape, Hammarsdale, KwaZulu-Na-
tal and Rustenburg, North-west.

Pule says the company expects to shave
RI,7m off costs each month by this pro-
gramme, but this will hardly dent its av-
erage monthly loss of R20m. "By the fiscal
year-end (March 31) Rainbow will have lost
R200m. The company is in an ICU state and
still doesn't have a plan to break even.”

Chairman Dave Marlow declines to com-
ment on these claims. Thys Visser, MD of
controlling shareholder Rembrandt, was
not available, ‘

This restructuring is bound to involve big
costs. If no new work can be found for the
2000 employees affected, Rainbow will
have to cough up for retrenchment pack-
ages. Presumably it will also have to invest
in extra capacity at its remaining facilities.

That will stress the finances further, de-
spite the R750m rights offer in September
1996. Results for the six months to Septem-
ber show interest-bearing debt at R205,6m
and a debt:equity ratio of 21,3%, Fawu says
it has been told by Rainbow that Rembrandt
is not planning to put in more money,

As to new MD Jorge Del Corral, heralded
as the saviour from Mexico, Pule says: “We
are not sure of his status, but Rembrandt
has put in some consultants,” One industry

Stuart
=
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Dept w,ﬂmmmam.a:@.cs value-added poultry

a1 i el

THE trade and industry department amounts of seasoning on poultry toget soning, people can change poultry from  mented duty would be considerably
has raised the duty on value-added them reclassified as value-added frozen into prepared or preserved less on value-added imports than on
poultry products to 220c a kilo from the . products. meat,” he mBm. explaining how some - frozencuts. g
present 27%ad valorem tax, - ¥ “The Board on Tariffs and Trade importers had attempted to circum- - It sald the new duty would, in fact,
This step has been taken to try to = consequently recommended that the vent the - higher tariff cn frozen belower than the oEEm.obchm\qm_.

close a loophole in the higher duty on
frozen products.

The department, which raised the g
zen cuts of chicken last
September to give some protection to
the domestic poultry industry against -

duty on

cheap imports, said yesterday that

duty at 27% ad valorem be adjusted to
220c/kg.”

Alwyn Kraamwinkel, chief director
of industrial s««ucaomoﬂ at the depart-
ment, spid: “We have raised the duty

with the intention of removing a.

_oo.mm_wo_o.

chicken.
The department said the new duty

on velue-added portions had coms into-
- effect on January 8. * _ -

The department said that as the
price of value-added poultry was gen-
erally higher than that of the frozen

" pormally imy

. ue-added imports,

_ “Furthermore, a duty of 220¢ a kilo
- on high-valued products, which are
under chapter 16
(value-added agricultural products)
will be lower than the duty paid in
terms of a rate of 27% ad valorem,” said

gome importers were sprinkling small . y merely adding a few bits of sea-

pode B8 i o Pl RSB P
‘Govt warns of

arrd o

Award-winning system to save Eskom R80m ™

| . ’ | Cape land scam
Tim Cohen ‘ lying areas more cheaply than conven- Award for Social Progresa for its long-
: tional transmission. : term commitment to teacher raining. 1t | GRAHAMSTOWN — Estate
LONDON — Eskom is expected to save - The power goes out along a single spent about R1,6m in KwaZulu-Natal | agents have been posing as land
RSOm this year safter implementing 2 wire mounted on simple poles with long  last year on the Centre for the Advance- | department agents in the Eastern
power transmission system to rural ar- spans, but the system generates the ment of Science and Mathematics Edu- | Cape and trying to cream off thou-
" eas which won an award here yesterday. . same standard 230V power at 2 20% cost - cation in KwaZulu-Natal. sands of rand in illegal commis-
Gibb Africa, the company which per- reduction. - , " Leadership courses are run toencour- | sions, the department said today.

Egkom expects to vse the SWER sys-
. tem for more than half of the 500 000
power connections it plans for this year.
Gibb Africa won the award for the
adaptation and implementation of this -
technology, and also for good working
practices and community involvement.
Shell SA won

fected the system, won the Shell Tech-
nology for Development Award at the
Worldaware Business Awards, in which
Shell SA was also a prize winner.

About 400 homes in Southern African
villages now have mains power thanks
to the power transmission system which |,
transmits power to smail nsers in out-

mmo teachers to set up their own work-
ghops for other teachers and funds for--
EL two-year mﬁ.ﬂ.mEm courses leading
to further diplomas in maths, science
and gowoﬂ. )

Tn 1995 Shell SA also established a
scheme called Livewire for encouraging

young wrlm ,ow_lmﬁommh_a business.

The department noted “with
concern” that “some estate agents .
are posing as departmental
agents”. The department had no
“agents” in the Eastern Cape, said

Mzimasi Ngudle, provincial land
affairs communications officer.

He advised local councils and

the Lawrie Group

December last year. _
The missing money was

ghould be pursued against
Mashapa, who had already

claimed he had lost the mon-
ey after attending two social

al Congress Youth League
yesterday.

e Y- & the public not to use these agents,
PuleMolebeledi P . " functionslatein th mw?hma mmﬁamumumw
ule Molebele . ions late in the evening. erville, ~Somerset ast,
: . m> <O.H—Hr. OOH—HHO“_.M mmoww “Asked why he had kept Jansenville and Humansdorp.
T e rarseoe M . - fhis information to Bimset | e e taatiai lang reform
ismissed its general-secre- : e to e inquiry he was | councils and potenti orm
tary, Naledzane Mashapa, -« Zm‘mrm.cm O<OH. Mo BO—U.O -+ afraid to report it to the ex- | beneficiaries to apply for land re-
for gross negligence r ,_ i ﬁw Aw b3 ecutive committee, as he felt | form grants and in the process are
R28 560 of its nbam had Mcnm_, Eﬁﬂ% nﬂ B&wﬁ% oMn R1 mm ..mbﬁ._ 000, el . it Mﬂw a sensitive matter,” i SSW%SEEH%E&
missing, council president subscription fees from g e mE-EuN followe e saidPilusa, , is re in a supply-driven
Freddy Pilusasaid yesterday. youth organisations that had completion of an investiga- Chemist Khumalo, the | land reform approach instead of it
Pilusa said Mashapa, & affiliated fo the council, tion y the council’s executive council's deputy president, | being essentially needs driven.”
former SA Students Congress  which was launched in Au- committee into Mashape’s has been appointed ecting | This could upset the land market
president, had been found gustlastyear. “noor” performance of his of- secretary general. and inflate land prices, he said.
guilty of negligence by an in- Piluga said that the coun-  ficial duties. Sapa reported that the SA Ngudle said the department
‘quiry conducted by Edwin cil would be consulting mem- It was then discovered Youth Council’s decision to | bad officials who advised munje-
Molahlehi of the Independent  ber organisations to decide thatthe moneywas missing.  sack Mashapa had been wel- | ipalities and communities on land
Mediation Service of SA in whether criminal charges Piluga said Mashapa had  comed by the African Nation- reform projects. They were paid by

government and received no com-
mission for their tasks. — ECN.




| SN IMPORT DUTY RISE ANNOUNCEMENT

il Cape Town — Rainbow Chicken, the pattered broiler producer

j';l; in the Rembrandt cocb, surged more than 20 percent on the JSE

" yesterday following an announcement by the department of
trade and indusiry that the jmpor on value-added poultry

products had been raised. ‘@ Fou LTRY
Although Rainbow closed 5¢ fi at 20¢ with over 19 mil-

| lion shares changing hands, Thys Visser, the managing director

'| would be unfair for me to comment now on the company’s

| prospects.” He stressed that the department had merely closed

| aloophole in the increased duty structures, which were an-

;| nounced late last year. «1 suspect some of the market interpret-
i| ed the announcement as new protection for the local pouliry

industry” — @érc Hasetjfl%ssc 7’ { {b‘f{ ) f 5 / ! ’ q 8

TRAINBOW CHICKEN SURGES ABOUT 20% " ¢

of Rembrandt, discounted the offects of the tariff protection. “It ‘

!
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NATIONAL CHICK

b
Running a\l\fﬁx\ot
hot STecKE )R

Nothing is certain when living things
are key to production cycles

National Chick {NatChix) management tell
anyone who will listen that they are a
different type of bird to Rainbow and
Choice. The company is, they explain, ex-
clusively involved in the production and
sale of day-old chicks to independent grow-
ers, which means they are less susceptible
to diseases, imports, and ultimately finan-
cial woes.

But for all this talk, the market has been
sceptical since the company listed on the
JSE in April 1996, and — judging by fi-
nancial results — justifiably so. Earnings
per share (EPS) in its debut year to Septem-
ber 1996 rose by 25%, but failed to meet
prospectus forecasts. The real disappoint-
ment came in financial 1997, when EPS fell
by 249 from 40c to 30,5c.

The reason for the drop? Heat stress.
High temperatures in the second quarter
meant the breeding stock was too hot to
breed, which caused a shortage of eggs and
big losses. While NatChix financial director
Gavin Jardine says this is the first time that

IS_|
COMPANIES

ational Chick
e vs Food index
0,038
B3N] i i )
—=r Natianal Chick 0,034

share price (c)

1997 SOURCE: I-HET

the company has been this badly affected
by heat stress, it demonstrates that NatChix
is not immune to Rainbow-style ailments.
Not that the company had much room for
error last year, An expansion programme
put stress on the balance sheet and meant
that both depreciation and finance charges
were substantially inflated. This pro-
gramme is 75% complete and Jardine says
the balance sheet should begin to recover

B ACTIVITIES: Produces and sells day-old
chicks for the broiler industry and sells and
distributes animal health products.

#8 CONTROL: Gambler Holdings 50,9%.

CHAIRMAN: Mike Waine.

R CAPITAL STRUCTURE: 37,6m ords. Market
capitalisation: R49m.

B SHARE MARKET: Price: 155c¢. Yields: 7,7% on

dividend: 18,5% on earnings; p-e ratio, 5,4,

cover, 2,5, 12-month high, 320c; low,

150c. Trading volume last quarter,

666 000 shares.
Year to August 31 '96 '97
ST debt {Rm) 2,7 74
LT debt (Rm} 69 104
Debt:equity ratio 017 029
Shareholders' interest 059 0451
Return on cap (%) 172 139
Turnover (Rm) 8% 117
Pre-int profit (Rm) 154 162 |
Pre-int margin {%) 16 138
Eainings (c) a0 305
Dividends (c) 7 12
Tangible NAV (c) 160,8 180

in the second half of financial 1998.

Once this programme is finished NatChix
will have the capacity to produce 1,9m eggs
a week, which should drive turnover. Cur-
rent production is 1,8m a week and the
company says its order books for the year
are aiready full.

Operating margins are, however, under
pressure, because of higher input costs and
difficulties in getting price increases in the
depressed market. NatChix will attempt a
5% price increase in March, but much will
depend on the success of the increased
import duty on chicken hindquarters.

Other factors coming into play this year
include additional income from the ac-
quisition of Malan Chix (about R3m aiter
tax); an insignificant tax bill; diversification
into the supply of animal health products;
and expansion into neighbouring countries.

The company's confidence in the future is
demonstrated by its decision to increase
dividends last year. Barring other surprises
its confidence may prove to be merited, but |
the rating is unlikely to recover much in |
1998 after last year's showing. This cp‘rh‘l— ‘

- pany offers a promising future, but it is.best |
Stuart Ritherford |

avoided for now.,
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J ou | ]
: ; : has a. Iow incidence of sa.!mo—
nella compared to many other countries. Ten
years ago we had a 40% contamination rate,”

< e Bude sald “You ﬁnd salmonella every- .

. "“We“'dont close- plants down. Most have
adeguate control programmes. Farmers tend
.to. cot'rect, the problem quickly ‘bécause they

| are seared of giving the indusiry 2 bad name. -

“There’s & major problem with what’s hap-

- pening outside the abattoir Meat which is:

_ bought,_direct from farms which are: not ,
~ ingpecied gets ihto the system.”

-SA Pouliry Association spokesman Zach
Coetzee confirmed that members had reported
cases of salmorella typhimuriuwm in the
Weéstern Cape and Gauteng ‘Salmonella

itidis was reported in Worcester a.nd
Shepstone early last year. :
teps to prevent iilness from handling and
g salmone]la—conta.mmated chicken are
"M Keéeping:it in the refmgerator until you are-
i ready tocook it - :

“HE-Preventing: water from defrostmg chmken
dnppmg onio other Hems,

|+ & Do not cook in a microwave if the chicken is

‘still frozen' Cold patches deep ms;de the
¥ clucken can hiarbour salmonella.

Van, Wyk said his department had elamped
dovvn on importeis of chicken from China—but
;- mot: because of the dreaded “bird flu” virus.
The,‘ World "Health Organisation had given
China a clean bill of health over the virus,

““Within three .months last year, mne‘ chicken
onsi, sted ‘positive-for

ina have.
ris-to: SA, bt oiﬁcJaJs expect io
’ s.yearto cheek o hyglene QO]]tI‘O].
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tainted

by mice -
and rats
on SA - |

shelves
) PouTry
By JACKIE CAMERON
One in 12 chickens on local
supermarket shelves is cont-

aminated with poientially
deadly strains of salmoneila.

-
.
.
-
-
-
-
-
-

>

This gmerged during reg-
ular spt?ﬁ-checks on locall
produceq; chickens by Gau-
teng’s depariment of agri-
culture - at « :
supermarkets
lastyear. - - )

Depariment spokesman
Dr Mal&im- de Bude said:
“Last we found that
between>20 and 30% of
chicken on all supermarket
shelves 'was contaminated
with salmonella. - - -

“Most -salmonella strains
won't gause disease. We
found {hié disease-causing
satmonéllas in about 8% of
all the ehicken we tested.”

.\[\.I_orryiqg o

Salmonella enteritidis
and salmonella typhimu
rium can lead to food-poi-
goning symptoms, which
include diarrhoea, vomiting,
chills and headaches, and
can be deadly to the elderly,
children and HIV sufferers.

“It's a bit worrying that
we are sceing salmomelle
typhimurium. s associ-
ated with mice and rats.”

De Bude said 70% of food-
poisoning cases in Gauteng
were connected o “exotie
strains™ of salmonella. -

Tons of salmonella-con-
- taminated éhicken imports —
-ipigh of which is used for
processed and fast foods —
were also turned away from
local harbours last year. -

- ‘Beveral Chinesg chicken
abattoirs were bjacklisted
by the SA Depaifment of
Agriculture last year. In-
spectors found “unaccept-
ably high levels” of the
salmonella virus, according
te depariment spokesman
Dr Johann van Wyk.
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Rambow Fawu hold lay off taiks

eV ( &sz- on.-‘\

RAVIN MAHARAJ

Durban — The Food and Allied
Workers' Union (Fawu) wili meet
Rainbow Chicken, the troubled
broiler producer, next week to
seek clarification on its rationali-
sation programine.

Thabiso Pule, Fawu’s nation-
al negotiator, said after meeting
Rainbow management this week
that both parties had agreed to
discuss the future structure of
management and staff, the role of
external consultants in the re-
structuring process and the
future of the company’s retained
farming and processing opera-

tions. Rambow s operations in
Nottingham Road (KwaZulu
Natal), East London, Krugers-
dorp and Bellville closed last
month and 2000 jobs were lost.
Fawu is attempting to find buyers
for each of the closed operations
so that some of the workers can
have jobs. Operations were re-
tained at Worcester, Hammars-
dale and Rustenburg.

Rainbow said that at the time
of its interim results last year
that it would restructure and
streamline the business io re-
duce costs and improve efficien-
cies, while maintaining and de-
veloping sales volumes.

Erouter

The company is expected to re-
port another massive loss for the
full financial year to March 31
1998. Pule said the union was
“running out of patience” and
wanted to know the company's in-
tentions regarding its operations.

“We are concerned about a
possible battering the breeding
stock could take if stock is
moved between operations. Man-
agement must realise that time
lost will cost the company fur-
ther, and they cannot afford this
now. The poultry industry is
cyclical, and environmental fac-
tors can also aggravate the situa-
tion,” he said.
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.« Chicken bought from Gauteng .supermarkets:f;Was' ‘
. safe, and one in 12 chickens was not contaminated
. ywith potentially deadly strains of salmonella, the de-

partment said in respo.

.

tually incorrect™article in the SaturdayStar.: .} !
“The SA ,poultry‘.i.ndustry'ziﬁd' reteririary author- |
ities have stringent control measures in place topre~
vent contaminated products réaching the consumer:
The-true figure (for salmonella'-'contaminatiOnDj,‘ '
the formal sector: wotld be considerably Jessithan:
© everi .one-in 10-000,” said Malcolm. de Buds, the de- .

. partment’s director of veterinary services.

. taining disease-caus
: found to .have';Sat_lmdngll

. sector were 1o

-

. indistry carried ou

© riers, and 1
~vironment =z

v De Budésaid the-survey;‘whiqh.wagapné of sé{f'.éfal‘._
-routinely cominissioned by the depz i
: chickens from: the informal:sector

werenot slaughtered at state-regul
csising organism

6 000 samples, 25 chickens wel_jersuspﬁgted C
nly:
laughtere

( _1d:at‘a'spaza-'s‘1i9

abattoirs, but-one was,
De Bugdé said th:

department w s formulating'policie
““Ht is legal to'raise chickens for on
tion, but nottosellthem. . i :

‘De Budé'said comparativi
tamination, which-he attributed to the
highly rigorotis mantier” in which

ol

. gt A’-:.z-‘,;'f"-»-'v 1 ,
eedr@fe ol plucky ab out e at-
ing -chicken; as the local industry ranks among the

best in the world, the Cauteng agriculture, conser-
- yation and environment departmentsays. .

nse to an-‘“alarmist and fac-
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Siz-monih pennits not cdncelled" ‘

Frozen chickens are still being
imported into South Africa from
mainland China, in spite of the
“bird flu” which is said to have
killed seven people and sparked a
mass slaughter of poultry in
neighbouring Hong Kong.

Hong Kong banned the import of
chickens from China -about 75000 a
day - on Christmas Eve because,
authorities claimed, it was found that
the disease originated there.

Hundreds of tons of frozen chick-
ens from China were imported by
South Africa at the height of the “bird
flu” scare in December and January.

However, Emily Mogajane, direc-
tor of veterinary health in the South
African department of agriculture,
told Saturday Argus that a moratori-
um on the issue of import permits
was imposed on December 17 but that
it would be lifted next week.

Butt existing permits, valid for six
months, were not cancelled. This
means that chickens slanghtered in
‘China during the “bird flu” epidemic
were imported by South Africaon
valid permits.

“The issue is whether the disease
is transmissible to human beings,”
said Dr Mogajane.

“The World Health Organisation
and the International Organisation
for Epizootic Diseases have assured
us that the 'bird flu’ virus H5N}can-
not be transmitted in frozen chick-

imported Chin
ickens at height
the bird flu scare

CFouLzy
ens. Moreover, we have established
that none of the chickens came from
Hong Kong.

“We placed a moratorium on the
issue of import permits becatse that
was the responsible thing to do in the
circumstances.”

The Department of Customs and
Excise said that between 600 and 700
tons of frozen chicken were imported
from China every month, with 651
tons-coming into the country in Janu-

This is roughly 10% of all imports,
most of which come from the United
States, Britain and France.

The health authorities in Hong
Kong, however, are more cattious.
About 1,3-million-chickens, as well as
all ducks and geese in the territory,
were suffocated by carbon dioxide in
sealed plastic bags as Buddhist
monks chanted to pacify the souls of
the slain birds. g -

The Hong Kong ban on chicken
imports from China would stay in
force until a strict inspection system
was in place on the border, said agri-
culture director Lessie Wei. In addi-
tion, shipments of chickens from
China would need an official clear-
ance certificate.

Since then chickens from China
have been allowed intoc Hong Kong
again.

An official in the Western Cape
provincial administration who insist-
ed that his name should not be used,
said that “precautions were taken to

ot T T
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protect the public”, but admitted that
there were no special procedures in
place to.check frozen chicken imports
from China.

Andrew Jamieson, medical direc-
tor of British Airways travel clinics,
said the disease had been identified in
Hong Kong because the territory was
equipped with one of the most
advanced disease-control systems in
the world.

“Tt has been found that the virus
originated in wild birds in the wet-
lands of mainland China,” he said.
“The fear was that it would mutate
with a known virus, producing an
epidemic similar to the Hong Kong
flu which killed 46 500 people world-
wide in 1968.”

People who lived and worked with
the live poultry and those who
slaughtered the birds were in the
greatest danger of contracting the dis-
ease, There had been 11 confirmed
and nine suspected cases in human
beings in Hong Kong, said Dr
Jamieson.

Zach Coetzee, spokesman for the
SA Poultry Association, said the asso-
ciation supported Dr Mogajane’s sus-
pension of import permits but added
that he suspected “the real truth is
that somebody is trying to curb the
import of frozen chickens from
China”. i

Because of tariff changes in terins
of international agreements, “every-
body is trying to find non-tariff barri-
ers such as health regulations.”




Ramadan sacking
BUSIHESS REPORTER POMLTN

The‘ Mushm Judicial Council (MJC) is
to meet Rainbow Chicken
representatives this week in a bid to
settle a dispute over the dismissal, two
weeks ago, of 13 workers.

The workers had taken a day off to cele-
brate the.end of the religious month of
Ramadan. The Food and Allied Workers’
Union (Fawu) is considering calling a boy-

cott of Rainbow Chicken products in

gs b|d

protest tlglsmls 1s Fawu
regional secretary W1111am Thomas said
the workers had asked for time off, but
Rainbow Chicken had refused.

He said the workers had even committed
themselves to working extra hours to com-
pensate for the day they had taken off.,

*It’s a failure by Rainbow Chlcken to
show common decency and respéct,” said
Mr Thomas. A

The MJC spokesman did not wailf to
comment before the meeting.

EXENET
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donesian consortium‘-Roy@iQs-
.trindo, entailing the ac, uigitjon
of SA ostrich farms, abattoirs,
tanneries and birds, is. in jepp-
[ ardy following last year's Agian
marketscrash, .0 . .
: One of the world’s biggestbs-
trich farmers, Saag Jonkep, of
Oudtshoorn, confirmed yester- -
day that the- congortinm; .had
failed: to deliver .on its .contyac-
tubl obligations to wrap up.the
“sale of .20 of his.farms forpe- |
tween R70m and R100m, st
he problem arose from the
Asian: market crash  late . Jast
year, he said, although: discus-
sions with the consortium iygre
) continuing.;Jonker said he was
not optimistic about the .depls -
goingthrough, ... . ... .

TS
The consortium’ was, not
available for. comment . yester-
day, but a source close torits
members said the sharp”depre-
ciation of the Indonesian ruapj}ah
against 'the  dollar could tbe
blamed for ‘the likely cancails.
tion of the sales, ag the.deal was
clinched in doliar termis. T
Indications were that Royal .
Ostrindo would lose its deposit ]
of at least R7m); i:h‘e«é;ouft;ewsgid.
However, . "the . sale of “the
Knigersdprp,abattoi;t-Wouldqaot
be - affécted. as this had gone -
through before the crash. 2T .
. QOther- Promninent” Asian,in-
 Yestments in'SA appear to have .
‘ heen] little affecte ‘hy: the cur-
~TeNey”. crisis.” “Both’ :Telegom
- Malaygia's. participation-in-the
partial. privatisation: of Telliom
and oil.companmPetronag’, pur-
chase of a'stake in Engen were
|- completed well before the t; Q-
ble ll:it, And TA Bank, ‘whichis
building its SA headqu&;;ij;g;g.g;in '
Rosebanlk; said yesterday ‘its
Malaysian parent company; TA ..
 Enterprises, had, transferrad
“RI50m-to: SA long "hefore the
markets erashed. . 4
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Fawu has high hopes after company and union bury the hatchet

Turnabout at Rai

Ravin MAHARA)

Durban — Ailing Rainbow
Chicken would achieve a turn-
around after a new, consultative
approach adopted between the
Food and Allied Workers’ Union
. (Fawn) and management,
Thabiso Pule, Fawu's national ne-
__gotiator, said yesterday.
. Inadeparture from the war of
words between the two parties,
Pule said Rainhow, the chicken
producer, would become a “cost
_efficient” operation, achieve real
growth and become globally
competitive.

“We are convinced that a
turnaround is now possible, de-
spite industry pessimism. We are
confident that the positive ap-
proach from management will
ensure that Rainbow will not
die,” Pule said.

t :, Dave Marlow, the chairman of

Rainbow, said he was “delighted
with Fawu’s sensible approach”
in helping Rainbow through the
transformation.

He said both parties had
achieved “remarkable success”
in getting through the process.

“I am pleasantly surprised,
and I am glad that we have
reached this stage,” Marlow said.

Pule said that following a se-
ries of meetings between man-
agement, union officials and ex-
ternal consultants, strategic task
teams had been appointed to re:
assess all of Rainbow’s opera-
tions and its role in the changing
poultry industry,

The industry has been flooded
with cheap chicken imports that
have accounted for between 15
and 20 percent of local produc-
tion. In addition, it is going
through restructuring.

“Together we will take Rain-

\gi« vﬂ

Dave Marlow, Rainbow’s chairman

bow forward. Losses for the year
ending March 31 will be substan-
tial, but we are confident of good
E.omuma”m in the new mzmnﬂmw
year,” Marlow said.

Pule said company mMmozﬁgm
and the workforce would undergo

1Y
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fraining. In addition, both parties
would take a critical look at the
budget and assess the ramifica-
tions of the closure of some of
Rainbow’s operations.

Earlier this year 2000 people
lost their jobs when Rainbow
shut down its operations in
Nottingham Road (KwaZulu-
Natal), East London, Krugers-
dorp and Belville.

The company still has opera-
tions in Worcester, Hammarsdale
and Rustenburg. ,

Pule said both parties would
look into upgrading existing
plants and investing in new
machinery The distribution,
marketing and sales structures of
the company were also being
investigated.

A risk management strategy
would be put together, especially
in the light of an increase in
poultry theft, Pule said.



Counting chickens
and change in Nels

MG 13-19/3/48

Sharon Hammond

c nknown to the rich and idle in Nel-
'spruit’s version of Sandton, farm work-
ers have established a small village and self-
sustaining chicken farm in their midst, as
part of a2 unique Yand project.

Four workers at Hoogland Estates, which
borders the upmarket suburb of Steiltes, have
qualified for a share-equity scheme on the farm,
and have become the first land recipients in the
counfry to get hard cash directly from the De-
partment of Land Affairs,

“This is the first time land affairs is giving
money directly to the comrmumity, instead of buy-
ingland or equipment on their behzlf,” explains
senior planner at the Nelspruit land-affairs of-
fice, Chris Williams. “Unfortunately, this also
means that there were delays in getting the mon-
ey to the community, hecause we've never done
aproject like this before.”

The department took eight menths to approve

the project, and ancther nine months to give the
project its first cheque of R29 000. Impatient with
the initial delays, the workers accepted an in-
terest-free Joan of R50 000 from a farmer, Klein-
ste van Rensburg, and built three chicken hous-
es two years ago. “If it wasn't for Kleinste, we
watlldn’t have been able to start the chicken pro-
ject 50 soon,” explained one member of Hoog-
land Chickens, Frans Mohale.

" thusiasm. “They've already learned through tvi-
.- aland error how to run a chicken business,” said
- Van Rensburg, a former town planmer for the

@\&\r

- .Emgmccom.oﬂﬁcm%umwﬂﬂmsn is R31 000

Iess than the R60 000 grant they qualify for. Of-

fers of free training were not received with en-

Kangwane homeland.
The manager of Hoogland Chickens, Richard

Mawela, adds: “We lost almost 100 chickens the

first time round because we did not know what

we were doing. But by visiting other farms, we've

taught ourselves, s0.it’s too _ma for them to want
to train us now.”"

Van Rensburg said the department would
only pay out the difference of the R60 000 grant
when the worRers submitted claims for what
they’d already spent. “The government does not
give money up-front because of the way gov-
ernments are, and this gives the impression that

they don’t trust people.”

She said her decision to lend the workers
R50 000 was not philanthropie, but economic:
she wanted to use the manure from the chick-
ens for her essential-oil farm, which she runs
on environmentally friendly principles.

“T knew the government wasn’t going to give
the workers any money until something was al-
ready built, and I needed the manure,” Van Rens-
burg added. “Although one appreciates fthe de-
partment] making great strides in improving ad-
ministrative drag, one hopes the officials who

Nm_._:ﬂ_

Fowl farming: Richard Mawela, manager of the self-sustaining Hoogland Chickens in
Nelspruit, hopes to buy his house with money generated by the company

deal with administrative matters learn from this
and become more efficient, because that’s where
the problem lies.”

The chicken houses currently makes a
profit of about R3 000 every six weeks. The mon-
ey goes into a float for current expenses, such as
chicken feed, day-old chickens and vaccinations.
Profits witl 1ater be used to repay Van Rensburg’s
loan and build capital for expansion. .

Mawela says although the workers don't yet
feel the financial benefits of the business, they
understand the profits will eventizally be theirs
to buy the houses Van Rensburg built for them.

Van Rensburg explains: “I just thought I
could get the money back for the building ex-
penses, by selling the houses back to the work-
ers at cost, and at the end of the day they would
be proud home owners of high-quality homes
and be responsible for the upkeep.”

The houses and chicken houses will eventu-
ally form part of an upmarket fownship Van
Rensburg is designing. The township will in-
clude a theatre, pre-school, designer townhous-
es and an art school, surrounded by fields of es-
sential oils, lemon grass and koi dams,

But what do the neighbours think? Across
the valley, they marvel at the pretty “class-
rooms” on the hillside, but are promptly silenced
when told the buildings are, in fact, hen houses.

-“Oh! That's nice?” comes the tentative response.

Van Rensburg laughs: “We are doing our
part in helping under-developed people, and
at the same time practising sound environ-
mental principles by using chicken manure.
The workers have a strong sense of pride, and
their children, who will get quality education
from profits from the farm, will grow up with
dignity.” — African Eye News Service

®
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" Chickeli; the troubled broier pro-
. ducer in the Rembrandt stable,

Ve
'

ainbo

clawed their way up by about 30

| percent on the JSE since late last

week, but analysts were not con-
vinced that renewed relations he-
‘tween management and a trade
union had been responsible for
the dramatic move, s
;.: Yesterday. the, share rose an-

-other:2¢ to close at 26¢; on fairly

brisk volumies of 14 million
shares, The share was trading as
low as 18c last Wednesday,

" One analyst'said an overhang
in the. market was being ab-
scrbed, subsegquent to the un-
bundling .of Hunteor and Hunt,

- | Leuchars & Hepburn (HL&H).

Rainbow has haemorrhaged
despite its. recapitalisation in
1096. Consensus eaxlier this year
was that Huntcor and HL&H had

beenleft withno optidn but toun- -
bundle, feeding Rainbow through .

to Rembrandt. :
The analyst said Rainbow has
had a long history of ~bickering

with trade unions. Another :

opinion wags that the share price
bad. improved as a result of éx-
ternal factors iri the poultry in-

. But the anialyst did not write
the effects of ['management
pts fo save thé"company”,

‘saying what Rainbow needed was

goed management.

|

|- dustry rathier than change within -
- the compatiy - ‘ o :
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Investment companies buy into fast food chicken franchise for two unions

Finger-lickin’
CT(AR)7

RaviN Manaray

Durban — The investment com-
panies of two Cosatu-affiliated
trade unions had bought a
53 percent stake in Chicken
Management Services (CMS),
which controls the franchise
and operating interests of 21
Kentucky Fried Chicken (KFC)
outlets, Chris Tod, the chief ex-
ecutive of CMS, said yesterday,
Tod would not reveal the
value of the deal.
- The two unions invoived are
the National, Education, Heaith

and Allied Workers’ Unifn (Ne-
hawu) and the National Union of
Metalworkers of South Africa
(Numsa). :

The CMS group represents
one of the five largest KFC fran-
chise groupings in the country,
with a projected turnover of
about R50 million. KFC ac-
counts for more than 40 percent
of quick-service restaurant
franchises.

Of the remaining 47 percent
of CMS, 37 percent is owned by
Futuregrowth Structured Equi-
ty Fund, which is a division of

ood for labour

L’iKC@ (Dreuciry
outhern Life Association, and holder value, Tod said. Profit-

RMB Corvest. Management
holds 10 percent,

Tod said the transaction had
allowed management with long
service and those from primari-
ly disadvantaged communities

to gain a “meaningful equity

stake in the business that they
helped develop, in partnership
with the trade unions”,

The decision by the unions to
get directly involved in business
would also influence business
transformation in the country
and that would increase share-

sharing schemes would be ereat-

ed so that ail employees would .

be able to share in the com.
pany’s growth,

The company would pursue
expansion aggressively in South
and southern Africa, he said.

The union investment com-
panies had identified food ser-
vices and related enterprises as
strategically compatible with
their investment focus, where

?

{
|

they could initiate empower- '

ment within targeted business
es, Todsaid. :

d
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SA’s ostrich industry buries its head ;

hile most of South

Africa’s agricultural

sectors have done well

in the first year or two of dereg-

ulation, ostrich farmers are
. batfling to survive.

Deregulation for the ostrich

industry came when the Klein

Karoo Co-operative’s monopoly

. of gstrich processing and mar-

keting fell away. Recently it

became legal o export fertilised

ostrich eggs.

The result of deregulation
was a flood of entrants to the
market. There are now more
than 20 ostrich abatioirs all over
the country, with ostrich farms
in the most unlikely places.

As often occurs when this
state of affairs exists in agricul-
ture, the two losing groups are

INSIDE AGRICULTURE

farmers and constmers, the two
ends of the chain. Preducer
prices drop but consumer prices
remain as high as ever.

This predictable situation
goes unappreciated by the Klein
Karoo Co-operative, which is
still the main processor and
marketer of ostrich preducts in
the world. It has failed fo find
new markets and market niches
for ostrich products, preferring
to stay with the traditional mar-
kets and even traditional mar-
keting channels.

The co-operative in OQudts-
hoorn has processed ostrich
gkins piled to the rafters, which
it is unable to sell at the usual
high prices and is unwilling to

sell for less. The co-0p is paying .
its meinber farmers the lowest .

NOW,

prices possi-
ble.

In the past
two years os-
trich produc-
tion in the
Little Karoo
has suffered " L
serious de-
cline. Right .Fhw._.m_ﬁ
each
1ink in the production chain,
from the smallest farmer to the
largest, realises that it is not
profitable to farm ostrich. Farm-
ers are trying to diversify into
other farm products, but often
this is not a possible option in
the arid Little Karoo.

There are reasons why this
industry in particular is in such
as serious predicament. The

Kiein Karoo Co-dF apparently
has unlimited power to make
decisions affecting the entire
market and, more saliently, its
members. Incredibly, the rough-
ly 1400 member farmers accept
whatever the co-op decides.
That is, except 14 leading
ostrich farmers who this week
took the co-op to the Cape High
Court. They are disputing a
statutory amendment they be-
lieve discriminates unfairly
against them &s a group.
Howaever, the regulation af-
fects dozens more farmers, but
only 1 percent of members were
willing to stick to their necks
out and litigate. Judgment in the
case is pending buf, if the small
group is victorious, it could lead
to further pressure on the co-0p.

the s
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Lack bf unity and joint
action among ostrich farmers in
the Little Karoo, never mind
farmers nationwide, is another
reason their affairs are out of
control. They operate in a haze
of uncertainty.

Ostrich leather and ostrich
meat are elite products that
fetch a premium in the world's
richest countries. Everyone,
from Texans to Indonesians, is
in on the action. Yet there is no
ceniral organisation that gath-
ers and distributes information
for the benefit of the indusiry as
a whole. L

It is a fallacy that ostrich
bury their heads in the sand.
The same does not apply te the
established ostrich industry in
South Africa. ‘
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erratic share price movements
over the past few months have left
analysts stumped.

Since holding company Hunt
Leuchars & Hepburn unbundled
and restructured Huntcor to dis-
associate the ailing Rainbow ear-
ler this year, the share has
bounced between a 15¢ low and
26¢high.

Analysts agreed yesterday
there was no fundamental reason
behind the moves, as neither Rem-
brandt, the peak in the pyramid-
holding structure nor Rainbow

. were“a mf/

had released positive news.

However, Scciété Générale
Frankel Pollak analyst John
Moses said that with the un-
bundling, the number of Rainbow
shares in the market had leapt to
1,25-billion from about 250-mil-
lion and a vagt number of small
investors had a collection of
shares to play on the market.

He said that given the low
price, speculators could buy and
sell significant quantities and
gamble on large percentage
moves. A 5c gain on 20c wae a 25%
move and speculators enjoyed
watching these growths.

One analyst said Rainbow was
still experiencing severe opera-
tional problems and although the
chicken price had risen, it re-
mained lower than this time last
year. Hence, the share movements

stélg" )
‘She believed Rembrandt would
not buy out minority shareholders
until after the company returned
to profitability and “a reasonable”
price could be offered.

Moses said Rembrandt had al-

"ready invested R750m through

the rights issue and would not
continue pumping money into
Rainbow by purchasing minori-
ties before there was a possible re-
turn on this investment. Hence,

Rainbow’s share stumps analy

Share price,
weekly close
(cents)

15|

I
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speculation that Rembrandt was
buying the shares in small deals
with minorities was dismissed,

Another analyst said the moves
were “pure speculation” and with
losses amounting to R600m, there
was no_ inherent investor confi-
dence in Rainhow.,

She said the fluctuations may
be related to general movements
in the food sector, but since Rain-
bow management was not speak-
ing to the analysts, this was also
guesswork.




Tough call fo‘r'neW'Ra' | ov‘v' boss
o1 (P :

RavIN MAHARAJ

Durban — Jorge Del Corral Ibar-
rondo, the outgeing group man-
aging director of Rainbow Chick-
en, said yesterday he was leaving
the company “firm in the belief
that the foundation for its return
to profitability was well in hand”.

His replacement is Yannick
Lakhnati, who will become chief
executive officer.

The company said Lakhnati
had “extensive international ex-
perience in business manage-
ment and consulting”. He had
played a leading role over the
past nine months in the restruc-
turing and transformation
process under way at Rainbow.

Lakhnati’s appointment fol-
lows the recent appointment of

1#]414%

Thys Visser, the managing direc-
tor of Rembrandt, as deputy
chairman of Rainbow, with a
view to assuming the non-exXecu-
tive chairmanship when Dave
Marlow, the chairman of Rain-
bow, retires in May

But analysts have questioned
the role that Ibarrondo had
played in rebuilding Rainbow’s
management team, as he was
tasked to do in last year’s annual
report.

Analysts said the new chief
executive officer would have a
tough time convincing the mar-
ket that a return to profitability
and meaningful change — with a
new management team — was
possible.

And this excluded external
factors, which industry cominen-

fouLTEY

Tators said did much to aid the
poultry industry and the food sec-
tor in recent months.

The department of trade and
industry anmounced earlier this
year that the import duty on
value-added poultry products
had been raised. There has alsc
been technological advances.

But despite continued market
pessimism about the share, the
Tood and Allied Workers” Union
has maintained a positive out-
look about the company, given’the
recent adoption of a new, consul-
tative approach between both
parties.

Rainbow’s share price surged
30 percent this week, and closed
at 26¢ yesterday, after reaching a
high of 27c. The share was trad-
ing as low as 18¢ in early March.
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*OMEBACK KID: the ostrich ind
roduction set it back

Farmers had heads in sand

Too many producing to

PAUL OLIVIER

00 much of a good thing has

amaged South Africa’s
once hugely suceessful
ostrich industry.

‘The giznt birds humned many farm-
ers in the arid Little Karoo into mil-
Lionaires, But farmers now are fight-
ing to survive as an oversupply of
ostrich products threatens to
destroy the industry.

They are also battling to reduce
large stockpiles of ostrich skins built
upsince 1994,

In an effort to counter overprodue-
tion, the Klein Karoo Co-operative,
which for 40 years regulated the
industry, has reduced its slaughter
programme substantially,

“Hopefully, we have now learnt
that the market dictates,” said West-
ern Cape Ostrich Producers' Agsocd-
ation chairman Casper Wolf.

The ostrich industry was deregu-
lated in 1994 and the co-operative's
manopoly of ostrich processing and
marketing foll away.

The result was a flood of entrants

. into the market. More than 20
ostrich abattoirs set up business ail
over South Africa and ostrich farms
mushroomed in the most unlikely
places.

- deregulation, Silveroaks, a
cortpany listed on the Johannes-
burg Steck Exchange, entered the
ostrich market, paving the way for
non-members to join, but creating a
volatile situation,” said Mr Waoiff.

This led to reaction firom the Klein
Earco Co-operative, which
increased advance payments to
farmers toretain a market share,

“Producers believed that the mar-
ket for skins was far bigger than was
being supplied. They were con-
vineed that at a lower price, more
pecple would be able to afford the
product.”

Howaever, a price war resulted in
overproduction and a drop in sales.

“Pricing, supply and quantity
became speculative, causing confil-

(7 )poti LTK

leads to ostrich glut crisis

BOSS: Camper Wolff, chaiman of the Westem Ceioe Ostrich Producers” Organisafion

sion in the industry and leading to a
crisis,” Mr Wolffadded.

“Oudtshoorn farmers started buy-
ing surplus birds from the Eastern
Cape at cheaper and cheaper prices.
Continwous slaughtering led to a
stockpile of skins and a shortage of
cash resarves,

“The Congo fever scare and Cudts-
hoorn floods further depressed the
industry.”

o

According to Mr Wolff, the sitna-
tion could be effectively turned
around if overproduction is
controled and cash becomes avail-
able,

Abaltoirs throughout the coomtry
are now staughtering at half of their
capacity.

Producers are now forming
groups to market their products on
an organised basis.

- “Quality levels have reached new
highs and farming methods have
improved as operations are starting
tofind hew niche markets.

“Although the industry is under-
capitalised because of its problems,
it is now heading in the right divec-
tion,” said Mr Wolif.

B South Africa controls 8% of the
world ostrich market with no seri-
ous international competition.

Ostrich leather and ostrich meat

‘mﬁ sought-after products that fetch a

preminm in the world's richest
countries.

Ostrich meat is considered a deli-
cacy in some of the worid’s finest
restaurants.

Ostrich skin, processed and
tanned in South Africa using the 1at-
est technology, is an integral part of
the world’s fashion markets.




Durban — It was no mystery that
Rambow Chicken would report a
huge loss for the year to March
31, bift: the crunch guestion was
Whether new management could
achieve a turnaround in the year
ahead, analysts said yesterday

. The troubled broilet producer

! in the Rembrandt stable last year
posted its largest attributable

ldogs- of -R223 million and passed

Lits: ﬁnaL‘ ordinary dividend, The
company yesterday postponed its
results for two weeks.

Analysts were expectlng simi-
lar losses this vear One analyst
placed her bet at R160 million,
while another suggested the loss
could be well over R20) miilion.

They said part of the problem
was that the feed conversion
ratios were still inefficient, and
there were production problems
at farming operations.

+  But the more-coptimistic felt
Rembrandf would play “turn-
around:-agent” and scrutinise the

\ busmess meore than. Jorge Del
Corral lbarrondo the former

J managlng director, ever did.

One analyst said manage-
ment; especlally from .the Rem-
brandt front would play a leading

| role i m Rambow S restructurmg

~ the analyst said. &

Aink wfcently appomted
Yanmck Lk natl as its new
managing d1rector Thys Visser,
the managmg ,dlrector of Rem-

menf in markettbndltlons in the
poultry {including eggs) industry
-~ now South Africa’s largest
agricultural sector — would
augur well for an improvement at
Rainbow.

In recent months the health of
the couniry’s chicken flocks com-
bined with more stable feed
prices and an expected bumper
maize crop have created more
favourable trading conditions.

One analyst said Rainbow
should pay more attention to its
production chain, which is a
highly complex one in the poul-

try industry ThlS would i unprove :

efficiencies.

The analyst suggested that
Rainbow was a “sleeping giant”.
She said that if the company,
which has:a market share of
about 25 percent, could: turn
chicken mortalities arg) pd‘ﬁt
could produce more blrd'é’"‘han
any of its competitors. 3
" White meat was the cheapest
source of protein, so the market
could absorb. mcreased demand
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DURBAN — Rainbow "Chick-

en’s attributable loss worsened
in the year to March to R268,4m

(1997: R229,1m) and newly ap-
_ pointed CEQ Yannick Lakhnati
-expéets ahother year in the red,
“despite effortsto slash losses
" and become operationally cash '
" positive. Lo e T
- Headline loss -a’ share was

91 (1997: 55,7¢ loss restated)
on a 58% rise’in shares in issue.

' The "unbundling - and’ restruc-"
“ turing of Hunt Lieuchars & Hep- -
burn in Zodmﬁ&.m%:ﬂgg re-’

. __Eoﬁm .. Rainbow from. . the
. "HL&H stable .and made it a -~
-wholly ‘owned Rembrandt sub-

sidiary, boosted.the number of
shareginthemarket. .
Revenue ~grew..:3,1% to
R2,1bn primarily .on higher
Epol - sales

processing production targets,
these  were negated by poor

farming performances.

Epol performed well and lift-

ed its operating profit over the

-previous year.

. of 5,7%, but
Lakhnati said this-was offset by~
" falling chicken prices and vol-
unies:: Although satisfactory’
progress was made in reaching,

.. Operating losses before ex-
ceptional items rose to R146,9m
(R114,6m) comprising R113,4m
and R33,5m in the first and sec-
ond six-month periods respec-

“tively. . Interest . payments
‘dropped ta' R28,5m’ (R62,8m)
following ‘the recapitalisation
last year and the extensive fo-

‘ ‘clig given to cash management. .

* Lakhnati said cash utilised in -

‘operatichs showed “a substan-
tial improvement”, in being re-

"~ "duced”tc 'R98,;3m (R234,6m),
owing mainly to a turparound
in the working capital invest-"

" - ment requirements.
Capital expenditure
amounted to R71m (R68,4m) of

which R22m (nil) related to the
“restructuring. The remainder
" was incurred to improve farm-
ing and processing efficiencies.
Lakhnati said the restruc-
turing announced in November
. had meant closing three pro-
cessing facilities and transfer-
ring the production to the re-
maining three plants. This
move was expected to promote
significant cost savings and rev-
enue improvements.
Looking to the eurrent year,

he said the market was more
stable and inventories of fin-
ished products were “normal”.
US -imports of low-priced
_hindquarters were continuing;
.- but atless disriptive levels fol-
lowing the tariffincreases. ™
- - Lakbnati believed the re-
' structure would materially low-
-er Rainbow’s fixed costs, while
-further investments in equip-

- ment would improve processing |

*efficiencies. The group would
“concentrate on improving broil

. er production, since progress in
. this regard was vital to the
* overall groupresults. -

b
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RAINBOW CHIGKEN

IN THE RED AND
ON THE BRINK

Enter Rembrandt’s finest
WIAEES

f Rainbow Chickerl really was a bird it

would have been eaten a long time ago.
But its owners, Rembrandt, have been
godly and it has been allowed to stumble
on into 1998 to produce its worst at-
tributable loss ever — R268m.

This, despite the best efforts of Mexican
messiah Jorge Antonia Del Corral Ib-
barondo, who spent 18 months at the
company. He failed to stem the huge op-
erating losses and merely added another
R91,8m exceptional item to this year's
figure.

Of more concern, the cash from the
R750m rights offer in late 1996 is fast
running out. Another R165m (1997:
R287m)} was soaked up by operations dur-
ing the year — admittedly, with some
improvements in working capital — and
interest-bearing debt is up at R253m and
debt:equity up to 30,8%.

pel Corral has now left. Rembrandt
claims the parting was “friendly”. One
informed source claims the contract was
for three years and Rembrandt decided to
terminate it early. This makes more sense,
since Del Corral totally transplanted him-
self in the country when he moved, even
bringing with him his prize polo horses.

Into his place and retiting chairman
Dave Marlow's will step two of Rem-
brandt's finest — MD Thys Visser {(who wiil
take over as chairman) and star business
consultant Yannick Lakhnati (as CEO).
This greater Rembrandt involvement is in
line with its new position as immediate
controlling shareholder.

Lakhnati is said to have won favour at
Rembrandt for work done in Stellenbosch
Farmers Winery and has led a team of Del
Corral-sanctioned consultants at Rainbow
since mid 1997. But he is not familiar with
the industry and his appointment flies in
the face of Rembrandt’'s earlier obsession
with getting an experienced poultry man
into the top job. Long-time Rainbow
watchers may recall acting MD Neil Mor-
ris’s 12-month search for a suitably qual-
ified MD, before finding Del Corral.

But Visser says the skills needed to take

the business forward are not industry-
specific.

“There is no way at this stage that \_N_g;
-
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can apptoach shareholders for more cap-
ital until we have proved ourselves,” he
says. That rules out both a recapitalisation
and a delisting (accompanied by an offer
to minorities by Rembrandt) for the short
term, and suggests this will be the last
chance for Rainbow to make good.

visser says the company will be able to
operate in its current debt environment,
pbut that much of the focus will be on cash
management, with expenditure limited to
projects with the highest returns. The tar-
get is to become cash positive in op-
erations in the latter months of the new
financial year.

Rainbow's cash position should be
helped by the fact that yestructuring, in-
volving the reduction of the processing
facilities from six plants to three, is com-
plete. The focus now is training staff and
improving  efficiencies. So exceptional
costs in 1999 figures are less likely.

Visser says the target for this year is to
reduce losses materially. He is convinced
that by dropping the cost base and in-
creasing efficiencies Rainbow can return
{o profits. Tax is not a consideration, with
tax losses available of R300m-R400m. The
approach will preclude any expansion or a
move into value-added poultry products
until it gets the basics right.

This is bold stuff, considering the in-
accurate predictions of the past, and com-
pares favourably with the likes of: "A
meaningful indication of the expected re-
sults for the second half of the year cannot
be given at this time.” (Fox April 25 1997).

Visser's openness marks the end of a
gagging order at Rainbow which has in-
furiated journalists and analysts for years.
He explains that previous management
was “more in the press than on the
chicken farm" and new management
needed time to devote to the business. Bul
this approach to communication is not in
anyone's interests — least of all the in-
vesting public’s.

Finding an analyst who looks at Rain-
bow is now difficult. Finding one bold
enough to prophesy a recovery is near
impossible — too many have called it
wrong in the past. It’s not a question of
whether money can be made in poultry (it
can — look at CG Smith's poultry interests

and Sovereign Food), but whether Rain- -

bow can make money in poultry.

These latest results mean the risk as-
sociated with investing in Rainbow has
just got higher and the company is how
getting dangerously close o extinction.
People thinking of buying Rainbow
Chicken should do $o only in a super-
market. Stuart Rutherford

62 FINANCIALMAL - MAY 29 - 1998
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RAINBOW CHICKEN

O0LD BOYS.FLY THE
BO0P C2 Youerky

Rainbow Chicken must have
one of the biggest and
fastest growing old boys clubs
in SA. Most managers have left
the firm after a shorter com-
pany lifespan than an average
chicken. The last executive
" abandoned the helm after the
' share price sank from R1,80
in early 1997 to 18c in Jan-
~Uary.

\  The company entered dire
straits three years age and
hasn't yet recovered

with all the revolving door
appointments and  office
~ stealth, the FM has tapped the
gossip line to find out the for-
tunes of those recently de-
parted MDs.

We hear Jorge Antonia Del
Cotral Ibarrondo (MD January
1997-April 1998), instead of a
Mexican wave, chickened out
of returning to his native Mex-
ico and would now like to do
consulting work for the local
poultry industry. It is not
known if he is successful or
whether his ideas will fly.

Del Corral was a pecullar
character who managed 1o
avoid having his picture taken
by the press during his 16
months at Rainbow. The only
time he uttered a cheep to
reporters was at a Rainbow
AGM. There was early media
speculation that the appoint-
ment was an claborate fab-
rication by Rembrandt,

There are unconfirmed re-
ports that Del Corral insisted
on having a team of four body-
guards  (estimated  cost:

RAINBSW

R100 000/month) during his
tenure.

Why the battalion? One
source suggests it was to pro-
tect the Mexican from Rain-
bow employees.

Meanwhile, the FM hears
that Rick Griffiths (MD Septem-
ber 1993-December 1995) has
taken wing and gone back to
his roots of “surfing and farm-
ing” somewhere on the east
coast. Probably out of sniper’s
range of recently retired Rain-
bow chairman Dave Marlow,
who has found a roosting
place near Jeffreys Bay.

Stuart Rutherford
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CONMPANIES

Rainbow tightens :
capital spending

s

(PlonTrY

Nicola Jenvey

DURBAN — Although chicken produc-
er Rainbow Chicken would be unprof-
jtable'in the year to next March, the
directors exgected the Rembrandt sub-
gidiary to “materially reduce losses
and become cash positive” in the sec-
ond half-year.

In the latest annual report, newly
appointed CEO Yannick Lakhnati-and
nonexecutive chairman Dave Marlow
said cash management remained a top
priority. Capital expenditure had
therefore been limited to projects with
the highest returns.

Short-term borrowings would peak
by September, when raw material
inventory holdings were at a maximum
and the current unsecured short-term
borrowing facilities would provide
adequate cover.

Lakhnati was appointed in April af-
ter the company said Jorge Corral
Tbarronde had “completed his contract”
while Marlow, who would retire at next
week’s annual meeting, would be re-
placed by Thys Visser.

Lakhnati said restructuring of facil-
ities would reduce fixed costs, while in-
vestments in equipment would raise
processing efficiency. Efforts would be

AA
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concentrated on improving broiler pef-
formance among the farming ﬁmzi"i
tions, as this was “vital to the overs
group results”, -
ock health depended on gorc}‘a
farming practice and significant
progress had been made in retrainii
personnel. Lakhnati said declining
mortality rates indicated that Rainbow
was succeeding in this regard. oo
“Broiler growth rates and feed coti-
version efficiencies have improved, hut
are still short of standard. Strong fochs
has been and will continue to be given
tomaintenance.” g
The attributable loss worsened: Th
the year to March 1998 to R268,4in
(1997: R229,1m loss) despite moves to
slash losses and become operationally
cash positive. e
Headline loss a share was 21¢ (55,7
loss restated) on a 58% rise in shares
issue. The unbundling and restructy
ing of Hunt Leuchars & Hepburn
November, which removed Rainbgw
from the HL&H stable and made it, 3
wholly owned Rembrandt subsidiary,
boosted the number of market shares,,
Revenve grew 3,1% to R2,1bn on
higher Epol sales of 5,7%, but Lakhnati
sand this was offset by falling chicken
prices and volumes. o

-
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Rainbow comes out of hiding

Rainbow’s new boss is changing the company and opening up com
shareholders. Nicola Jenvey reports from Durban

RAINBOW Chicken has broken years of si-
lence with the media and analysts and, un-
der newly appointed CE Yannick Lakhnati,

% ppened its doors to explain the radical man-
agement style changes intended to save
SA’s lar%est chicken producer.

Rainbow has also increased communica-
“tjon with employees, a move aimed at
“yegtoring pride and identifying and remov-
-“ing problems.
bas"Since the year to March 1996, Rainbow’s

slide into the red appeared unstoppable,
‘Yealminating in an attributable loss to
:March this year of R268,4m.

&+ This was despite revenue growing about
“: R100m annually, as sales of chicken, the
*‘cheapest source of protein, increased in line
Y13ith population growth. |
-G Yet attempts to ascertain from senior ex-
“geutives and management what policies
“»wrere being implemented to redress-the sit-
kfi&iation regulted only in unanswered tele-
“'Bhone calls and speculation from analysts

ghting the same stony silence as the
“tmedia.
13+ The unexpected exit of MD Rick Griffiths
in December 1995 was followed by an al-
"Omost year-long search for a replacement.
-EThe position was eventually filled by Jorge
‘"Corral Ibarrondo, but during the entire
-time of his leadership until Lakhnati took
“Ugver in April this year, no explanations
-“game from management. :
ot 1. The chapter on management non-
-fommunication seems to have been closed.
The first indication that Rainbow was lift-

Ueall
1

D I3
ing the veil of silence was w%le‘l?h yea.tl-
end results were released with extensive
commentary and explanations on the losses
incurred, as well as directions for the cur-
rent year.

is was followed by a five-page report
to shareholders in the annual report, exten-
gively detailing the results and balance
sheet, operations, controls-and prospects.
The footnote boasted contact telephone
numbers for Lakhnati and Thys Visser,
who was appointed chairman at yesterday’s
AGM, with an invitation to shareholders to
direct their enquiries to either executive.

This week Lakhnati spent the day with
invited media, showing them the chicken
business and then opening himself to an-
swer questions,

Since arriving at Rainbow in August last
year, he has instilled a vastly changed man-
agement style. Lakhnati not only shows the
business community how he plans to re-
store the company’s fortunes, but also com-
inunicates with the 8 400 employees across
three grocessing and distribution regions.

In-house newsletiers are distributed
weekly, monthly and quarterly, while the
company has been divided into “mini-
businesses”, each with its own team leader
to manage the operation. Over the past six
months, Rainbow has created 350 mini-
businesses and aims to extend this to 500 by
year-end. Each identifies customers and
suppliers (both in the production chain and
then the outside world, where Rainhow
markets its product) and records volumes,

nication with staff, media and
=) Posais

attendance and performance.

Each team has its own board displaying
the team name and photograph as well as
the records for daily, weekly and monthly
targets and general information.

Lakhnati said this empowerment is re-
building pride among Rainbow employees.
The system also gives accountability and
management to process leaders, while iden-
tifying and removing problems at source
rather than allowing them to escalate
through a single supply chain.

“People drive asset performance,”
Lakhnati said.

The system was custom-designed for
Rainbow following in-house surveys to es-
tablish the requirements. Extensive, com-
pany-wide staff training highlighted the
natural leaders and has boosted the man-
agement development programme.

“The business demanded radical
changes and this system gives people the
opportunity to release their full potential,”
L atisaid.

However, there was “a very long road
ahead”. '

Although expecting Rainbow to be cash
positive in this year, there were many fac-
tors — including interest rate hikes and ex-
change rate changes — that will affect
when Rainbow will again show a profit.

Although there were guiding principles
involved in returning Rainbow to profitabil-
ity, there was no cast-iron strategy. It
would focus on fundamentals, but Lakhnati
was open to suggestions and improvements.
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D'URBAN — Industrial food
grdip Rainbow Chicken is to
miove its head office from rented
Kloof premises to its Hammars-
dale’ processing plant next
month returning executive
management to the offices it va-
cat’edﬁve ears ago.

CEOQ Yannick Lakhnati said
the ‘move was part of the re-
structuring that began last
year, which saw Rainbow close
down its Krugersdorp, Hast
Lohdon and Bellville processing
plants and concentrate on oper-
ations in Hammarsdale, Rust-
enburg and Worcester,

e said Rainbow had com-
lmﬁed R71m in total capltal ex-

bx

77

pendlture overa wo-year q'l
with R45m dedicated to upgrad—
ing the remaining processing
glants to international stan-
drds and production levels.

The Worcester plant was up-
graded in May ang Rustenburg
would be finished by next
month. Hammarsdale proces-
sed 1,2-million chickens week-
ly, in line with world standards.

Lakhnati said on completion
of the programme, Rainbow
would produce -3,4-million
chickens.weekly and, within a
few months, would® have
reached 3,6-million chickens. -
- Minimal further capital ex-
penditure would push this to
4,2-million chickens but Rain-
bow had not yet ascertaitied lo-

lll'f-imderwai}

/ jdemand for these amounts.

Responding to  media
queries, Lakhnati said he hoped
Rainbow would return to prof-
itability in the year to March
2000, but “there are many fac-
tors which can hinder reaching
thesé predictions”.

However, he said at yester-
day’s annual meeting Rainbow
expected cost-reduction mea-
sures, 1nst1gated last year,
would place it in a cash-positive
position in the last quarter of
this financial year.

Chairman Dave Marlow re-
tired at yesterday’s meeting, al-
lowing deputy chairman Thys
Visser to assume chairmanship.

Out of hiding: Page 20

-




‘Slow to promise, quick

says new man

RaVIN MAHARAJ

Durban — Yannick Lakhnati, the
recently appoinied chief executive
officer of embatfled Rainbow Chick-
en, is running the broiler producer
according to his personal motto: “I'm
stow to promise but quick to deliver”
If things proceed according to
Lakhnati’s plan, Rainbow, which
reported tremendous losses over the
last two years, should be able to
reducefixed costs, get the biggest pos-
sible return on assets and raise its
produetion of 3,4 million processed
chickens a week to about 4,2 million.
Rainbow turned in an attrib-
utable loss of R268,4 million for the
year ended March 31, following a
previous annual loss of R229,1 mil-
lion.
in a departure from the com-
pany’s recent icy silence, the new
chief executive spoke about corp-
orate strategies and past mistakes.
He said the company had identi-
fied its core interests — farming,
processing and selling poultry
products — and would concentrate
on improving its cost siructure,
Lakhnati said Rembrandt, Rain-
bow’s parent company, had validated
Rainbow’s revised strategies and had
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BULLISH ON POULTRY
Yannick Lakhnati says Rainbow
Chicken will increase production
and make a profit  PHOTO: BARRY TUCK

given “no indication” of abandoning
its investment in Rainbow, contrary
to market speculation.

Shareholders were also “solidly”
behind Rainbow's new image,
Lakhnati said.

He said Rainbow was not
hopping on to the offshore band-
wagon or looking at external
empowerment deals. Instead, the

to deliver’.

at Rainb(gw"s helm
)

@
priorities to return to basics

and resuscitate people
performance.

“It’s a long and difficult process,”
Lakhnati said. “But I do not want to
create false expectations. Let the
share price do its thing, and we will
concentrate on profitability”

Dave Marlow, Rainbow’s
outgoing chairman, endorsed
Lakhnati’s views at the company’s
annual general meeting yesterday
and assured sharcholders that
the company was committed to
becoming cash-positive.

Rainbow started restructuring
and streamlining its business late
last year, closing three of its six op-
erations at a cost of R354 million
and upgrading the remaining facili-
ties at a cost of R22 million.

Lakhnati said Rainbow might
have grown too quickly, especially
with the acquisition of Bonny Bird
Farms.

“Rainbow raced for market
share and forgot about profitability
in the past. There was also a very
bad understanding of the supply
chain,” he explained.

The new focus is now on people,
he said; “People performance drives
asset performance.”

EX RN [T P



Fawu strlk

Ravin Manaras / )

Durban The Food and Allied Work-
ers’ Union (Fawu) would continue a

nationwide strike until the resolution of

a-wage dispute with Rainbow Chicken,

the loss-making broiler producer, the

union said yesterday ‘
-{Thompson Ramalala, Fawu’s nation-

:al negotiator, said the union, which rep-

resented more than a quarter of Rain-
bow's workforce, had rejected Rainbow’s
offer of 6 percent across the board.

- Rainbow has offered a minimum
wage package of R1972,08 a month for
factory workers, and R1 778,18 a month

-at farming facilities.

-~ Four of five recognised unions —
the Food and Beverages Workers'
Union, South African Typographical

Union, South African Workers' Union,

and the Farm, Food, and Rural Workers’
Support Association — have accepted a
Rainbow offer’ of a 6percent increase

.across the board from December 1 and

an annual bonus.

- Rainbow had two offers on the table,
the other being a 7 percent across the
board increase, without an annual
bon’us effective from April 1.

*Rainbow said Fawu had been privy
to 3l financial information and had

47’0%9 2007/ 9%

to.continue
@ ot TRY

1 offers to send its own auditors
to study the books.

Both parties said they would try to
iron out these problems in Durban this
weelk, to prevent further strikes and loss
of production.

In the meantime, Ramalala said the
strike at Rainbow’s farming and pro-
cessing operations across the country
would continue for at least another
week, if agreement was not reached
this week.

Ramalala said in prmmple the union

could accept Rainbow's offer if it was:

backdated to April 1. But the company
said Fawu was then in fact asking for an
18,33 percent increase, taking into ac-
count back-pay.

Rainbow has also offered to negoti-
ate a gainshare scheme outside the pre-

~ sent scheme,

Rainbow, which is in the Rembrandt
stable, said it could not afford to better
its wage offer in the light of substantial
losses. Rainbow reported an attribut-
able loss of R268,3 million for the year
to March 31, and R229,1 million in the
previous year

Rainbow said that despite its losses,

it had been a leader in improving wages

and working conditions for employees
during this period.




Fawu. RainbRE, o

RaviN MaHARA)

Durban — The Food and Allied
Workers’ Unlion (Fawu) and the
management of Rainbow Chick-
en, the troubled broiler producer,
would meet in Durban today to

seek a resolution of a 10-day-old .

wage dispute which had tirned vi-
olent, hoth parties said vesterday.
Yanmick Lakhnati, Rainbow’s
chief executive, said he could not
believe the “blatant breach of
strike rules and disrespect for
property and people” in the light
of several violent incidents at

C7 {

Rainbow’s operations in
burg and Hammarsdale,
He said these incidents meant
the company would incur unnec-
essary additional expenises. Rain-
bow has reported massive attrib-
utable losses in the past two years.
Lakhnati and Thompson
Ramalala, Fawu’s national
negotiator, said more than 13
workers had been injured since
the start of the strike last week.
Lakhnati said in Rustenburg
buses carrying casual labour had
been stoned, the homes of super-
visors had been petrol-bombed,

usten-

S5

Zsoluti n
and Wo g‘ hag'ﬁﬁmp-

erty in Hammarsdale had also
been damaged. Police investiga-
tions were under way and several
dockets had been opened,

“This is an unacceptable posi-
tion. ... We are trying to do our
level best for workers,” he said.

Ramaiala said the company’s
security guards had shot work-
ers. The matter has been referred
to Fawu's lawyers.

Fawu has rejected Rainbow’s
offer of a minimum wage pack-
age of R1972,08 for factory work-
ers, and R1 778,18 at farms.
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5 "Durban — The Food and Alhed Workers
" Union (Faww) and Rairibow. Chicken, the..

| wage dispité which was marred by wolence, :

\ewu " settle

-'-Q )\’Sstl'l

broiler producer have" resolved a 10-day- old

th parties apnounced yesterday

“Thompson ‘Ramanala, Faww’s natlonal ne~

tiator, said ménagement had -accepted the .
'on s initial demand of a 6 percent mcrease ’

across, ihe. board, backdated. to. Apr:l 1, and‘ \

cluding an annual bonus. )

“He said some 2 000 to 3 000 workers would ;

t_urn 10 work at, Rainbow’s farmirg and pro- B

-,cessmg operations around the country toddy

. The’ Wage; agreement would also be sugned g

today,Ramanata'said. -~ ¢ - C
.. Four out of i ve recognised unions accept-

' 'ed Rainbow's offer early last week.-

¢ However, when Fawu rejected the offer; the

‘ ;,s_tnkq turned violent. Buses carrying casual ’
Jabour in Rustenburg werestoned, the homes

-supervisors were petrol:-bombed and work-

s were shot. Property in Hammarsdale was |

s0 damaged ommie 13 workers were frijured, |

¢ K ‘the chief exeeutlve offi-

ce,of Rainbow, said déspife its losses in the -

past two years, Rainbow had béen a leader in

improving wages and workmg cond1tlons

‘durmg this peripd. -

E Rambow hop ol: to become cash-pomtwe by
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lant creates jobs.
DL ?OMBT"Y, ‘

Louise Cook ™

A BROILER ahd egg production
scheme which had been lying . dormant
at Rust de Winter outside Pretoria for
years, is set for revival to enipower sev-

QO eral communities uprooted by the-for-
Q\ mer government. - I ‘

‘ The land- and the broiler plant,
“__which belonged to the Premier Group
. WN~at the time, was expropriated by the
_former government. After the plant
- swas shut_down, no further develop-
‘ment took place, leaying four commu-
vn.ities_ inthedoldrums. .. . . - .
The land affairs departinent said
%yesterday ‘a R9,2m injection from the
" Development Bank of SA and R2.000 a
partner from commumnits members
would soon see. the broiler 'and egg.
scheme revived and the Rooykop Broil-
er Breeding Farm set up to offer em-
ployment to the communities., . .. . .
The plan was -that the’ Rooykop
Farm would' produce: 140 000 egga a
week and that Transvaal Chicks mar-
ket the entire production.. 1, .
Transvaal 'Chicks ~director Rob
Greenwood said the. main objective
was 1o empoweT. thie previously disad-,
. vantaged community., @ o
‘The land' affairs ?‘degar!:ment . paid
thé project was'part of the peoplé’s up-
liftment in terms of the reconstruction-
and development programme and gov-
ernment’s growth; employment and re-
distribution macroeconomic strategy.
" The population of the area is com-
prised ‘of ‘aboiit;. 1165, hoiisehiolds or.
5 000 residents] of whom almost 30%

-areiinemployed.’ - i v T L

.. The Rooykop'Farm, registeréd as a
""nonprofit company, is to be launched
" thisweekend. .~ ., .
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US segbt% }}}3}03‘1 surplus poultry éﬂ SA

Lo POULTRY ¢
26% of world poultry consumption; SA large US pro rs flooded the local g
roduces 0,8%. The US is on an export market, pushing down prices and vir- s
RUSSIA’s financial woes could see ive unsurpassed by any other poul- tually crippling some producers such B
SA’s poultry indus severely affected try ﬁroducer in the world. . as Rainbow Chicken and Early Bird. &
due to ungort orders being cancelled by e said the first batch of 600 tons of Afier years of lobbying, producers g
China and Russia, the local poultry in- chicken portions originally destinedfor managed to persupde the board last
dustry said at the weekend. | Russia arrived in SA last week. “Thiais  yeartoputu iffs on certain cuts. In
‘ Southern African Poultry Associa- just the begmmng We are extremely the US, thighs and wings are regarded
tion chairman Zach Coetzee'confirmed . vulnerable. o as inferior and exported on a large
reports that Russia and China werg { " - Before ,+ the Russian ~ economy seale around the world. ' '
cancelling orders for large consign- crathed last mon poultry was com- Coetzee said Hrqducers outside the [%
ments of imported chicken portions ing into SA from the US at a steady US could not produce at the low rates of i3
from the US. He said SA was a “sitting  rate of about 5 000 tons a month. This the US, due toeconomies of scale. i
duck” for the diversion of the consign- followed a pralonged battle between lo- Any major increase in the local mar- i
ments and was likely to be targeted by  cal .gmducers, importers and the Board ket of thlal.l and wing cuts would affect §}
the US as an alternative markef. on Tariffs and Trade to adjust the im- . Ell;ieees of whole birds as producers-were [&¢
" Coetzee said 2% to 3% of US pro- -porttariffonpoultry. - = =~ ikely to increase production of whole
duction was “enough to wipe out SA’s When tariffs were first introduced  birds to compensate for the additional [
poultry industry. The US produces about fouryears ago, chicken cuts from  imports, Coetzee said. !

Louise Cook
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Decision on outsourcing imminent, says union

W

w

Rainbow’s new

peckmg order

still a
) Al

RaviN MAHARA)

Durban — Rainbow Chicken, the broil-
er producer that hopes to turn the
corner at the end of financial 1999,
could sell some of its operations or
outsource farming operations as part
of its restructurlng process, analysts
suggested last week.

The share, which has enjoyed limit-
ed instifutional support, closed at 28c on
Friday after trading massive volumes
' and reaching an earlier high of 2lc.

! Analysts also hinted at the possible .

sale of Rainbow, the poultry sector's
market leader, to-an international
“broiler company who has been looking
at direct investment in South Africa.

The other view was Rainbow could
sell its feed mill in Rustenburg, most
likely to OTK Holdings, the cash-rich
dlversﬁ“led agrlcultural company.

But Japie Gouws, the general man-
ager of finance at OTK, said this poss1
bility was not on the cards, at least in
the short to medium term.

One analyst said cutsourcing made
sense, in support of Rainbow’s view
that restructuring of facilities would
materially reduce the group’s fixed
cost levels.

Efforts in 1mprov1ng the perfor-
mance of .broiler production in farm-
ing operations was considered vital to
overall group results.

The analyst said imminent direct
mvestment in South Africa’s poultry

’ ndustry would broaden the base of

g i‘the “secfbi’s operations in South Africa.

The weaker rand would make it

,?fste"

(7 )PouiT t
 easier to expOrt from South Africa. .

But industry leaders said there had
been some conflict as to whether
chicken imports, especially from the
S and China, were on the.increase or
the decline. ‘

The Southern African Pouliry
Association says as little as 2 to 3 per-
cent of US imports could slaughter the
Jocal indusiry:

But the broiler industry has be-
come a lot more attuned to the threat of
imports, according {o industry leaders.

Most players are restructuring o
focus on core strengths. Sovereign and
National Chick (NatChix), for

instance, are paying dividends, while
Rainbow and Choice Holdings are
reshaping themselves.

© The former is digeing itself out of
massive aftributable losses, while the
latter says it has finally wiped out all
1osses.

Analysts said it seemed Rainbow
was on the right track in revitalising
itself, especially with assistance from
the tariff rises and the weaker rand,

Indications were that Rainbow had
made profits in the past few months,
but borrowings on operating losses
was still 2 major issue, they said. .

Simon Malaza, the sector’s natlonal
negotiator of the Food and Allied
Workers' Union, said it seemed
Rainbow was close to making a deci-
sion about outsourcing and the direc-
tion of restructuring with regard to
processing and farming operations.

A meeting with the management
would be held in November, he said.

-




US eyes SA as market
for its'surp rplus poultry
I:ouis‘e.Coo!‘ o @PDU LJ'-RY

NEW markets includihg SA'would have to be found

for surplus US poultry after Russia’s economic col-
. lapse, the US Poultry and Egg Export'Council said

yesterddy. , . L
.- Council president JamesSumner said the TJS was
not congpiring to floodtSA systematically with: cheap,
poor-quality productsr SN
Reacting to the Southern African Poultry Asso-
ciation’s comments on SA’s vulnerability to addition-
al imports from the US becausé of the shirinking of
Russig’s market, Sumner said ‘the'US réalised the
local poultry industry could not compete effectively

with lower-priced imports. - .

“Tt ig true that there is an excess of poiiliry on theé"

world market, a result of the sudden and severe fi-
nancial crisis that beset Russia. The' country con-

. sumed more than 40% of all US exports of chicken

and a quarter of turkey exports.” - - .
- Sumner denied reports of dumping. s
- “American chicken leg quarters are being offered
on the world market at the samé price as they are
-sold domestically.” Thighs and wings, which made up
the bulk of the exports, were not “inferior”, but Amer-
icans liked white meat bettér than dark meat.”.
All US poultry products had passed rigorous in-
spection standards sét by the US agriculture depart-

. Ient, Sumnersaldéo b I ’o ‘ qg
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FOOD Fundamentals still point to loss for year to March 1999, say analysts

Rai

‘may take a fe

RAVIN MaHARA)

Durban — A realistic turn-
around at Rainbow Chicken, the
troubled broiler producer, could
only happen after two or three
vears, analysts suggested
yesterday:

They said fundamentals
were still pointing to a loss for
the full year to March 1999. This
was despite “relatively decent
interims” expected this week,
thanks to a decrease in input
costs and growth from Epol, its
cash-positive animal feed
business.

Analysts again suggested an
internationai broiler company
could soon make an announce-
ment either to buy Rainbow,
take a controlling stake in it, or

Class
] -+ 31-cents-
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enter into a joint venture with
the company. )

However, neither Rainbow
nor Rembrandt, Rainbow’s par-
ent company, was prepared to
comment on the matter.

But Yannick Lakhnati, the
chief executive officer of Rain-
bow, said after the company’s

W 1m

CT(fk ) 12 i

annudl general meeting earlier
this year that Rembrandt had
given no indication of abandon-
ing its investment in Rainbow

Lakhnati said cash manage-
ment was now a top priority,
and he hoped to turn the corner
at the end of financial 1999, But
short-terim borrowings were
expected to peak at around the
half-year stage, when raw mate-
rial inventory holdings were at
a maximum.

Rainbow produced an
attributable loss of R268,4 mil-
lion for the year to March 31
after a previous annuat loss of
R229,1 million.

One analyst said the inter-
ims should improve marginally :
as the company’s input costs
had come down.

bow Chicken’s revival
re v
r

ars’
fongry.

Ma
60 percent of input costs, but 4
fairly decent season should help
the company. However, borrow-
ings on operating losses was
still an issue.

Analysts said it would be
important to cofitinue scrutin-
ising chicken imports, which
the local industry said was
slaughtering profitability.

Chicken imports were still
coming in. The problem has
been exacerbated by some
importers whe are importing
lightly salted chicken, which
they claim is a value-added
chicken product. This las
restilted in a further flooding of
the local mdrket: -

Rainbow'shares fell 2¢ to
close at 31c on the JSE yesterday,

& accounts for abouit -
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Rﬁinbow p'

ursues pot of gold

RaviN MAHARAJ

Durban — Rainbow Chicken, the
market leader in the broiler

. industry, has begun to deliver on

its promises. It reported an oper-
ating profit before exceptional
items of R14,9 million for the
half-year to September 30 from a
previous interim loss of
R113,4 million,

Defying tough market condi-
tions, the continued threat of
value-added imports and indus-
trial action, Rainbow also im-
proved its attributable earnings
position, even though it is still a
loss-maket.

And while the company does
not expect to be profitable at the
attributable level for the full year
to March 1999, it expected to
materially reduce losses and con-
tinye to be cash positive for the
remamder of the year. Dividends

fi the future were also possﬂ)le

' _';‘he company, which is in the
Re_'nlllprk,an\dt stable, posted a

er (Y 1k [n[9g

R7,5 million attributable loss, but
the loss improved substantially
from a R128,5 million loss in the
previous interim. .

The loss a share on a fully di-
luted hasis was 0,6¢ a share, from
a previous interim loss of 159ca
share. An interim dividend was
not declared.

The company released
R12,2 million of its provisions
raised in previous years, which
was taken as an exceptional item.

The planned reduction in vol-
umes following restructuring re-
sulted in a marginal decrease In
turnover to R1,064 billion, from
R1,073 billion in the previous in-
terim.

The focus on cash manage-
ment gave a reduction in working
capital investment of R56 mil-
lion, and the debt-equity ratio
improved to 25,5 percent.

Yannick Lakhnati, the chief
executive officer, remained cau-
tious, saying the true potential of
Rainbow was still far from being

@ FDM (9

realised. He said there was no
“guick fix” at Rainbow. The idea
was to build the foundation for a
“solid, sustainable” crganisa-
tion, based on human resources
and processes development, not
just financial sirategy.
Reviewing the results,
Lakhnati said the company had
experienced fairly stable pricing
in both raw material procurement

" and product price realisations.

High interest rates during the
later half, however, had negated
potent1a1 cost savings from
reduced funding requirements.

With restructuring complete,
Rainbow would focus on improve-
ments in throughput efficiencies
and performance at farms. Epol,
the animal feed operation, contin-
ued to perform well,

Lakhnati said market volatili-
ty, high interest rates and the con-
tinued threat posed by low-priced
imports would make for difficult
trading conditions over the next
six months.




RAINBOW CHICKEN

AND FARMER BROWN'S ANIMALS
(%) pouci’y

Squawk, moo, woof, oink and cock-a-doodle-doo for Rainbow

mmﬁf %

Rainbow Chicken. Ahead of its stated

target, the company that defined big-
time corporate failure for the Seventies is
back in a cash-generating position and
there’s a good chance it will deliver at-
tributable profits before the next millen-
nium. So, from now on this poultry group
needs to be treated with some respect.

Rainbow's MD and the man responsible
for the cash miracle, Yannick Lakhnati,
isn’t shouting “turnaround” just yet, “we
have started doing a job and we are where
we wanted to be,” he says, “but we are far
from sustained profitability, which is the
second part of the challenge.”

The numbers for the six months to
September 1998 promise an end to a
chilling chapter in the history of parent
company Rembrandt. This smoking giant
lost oodles of money and face during the
Nineties because of Rainbow's failures and
its stubborn insistence that the company
could be turned around. The highlights
are: cash generated: R46,0m; operating
profits (before depreciation): R46,7m;
working capital: down R56m; and bor-
rowing: R208m.

All good stuff. And the operating
turnaround is spread through the group.
Lakhnati says profits from feed subsidiary
Epol, historically the lone star, came in at
1997 levels, and that the real progress
came from the core businesses of growing,
processing and distribution.

From the outset, it needs to be stressed
that Rainbow’s winning performance was
wind-assisted. Most of the key external
variables affecting the poultry industry
wete better than they have been in some
time (see graphs). Producer prices re-
mained high and imports low compared
with previous years, because of the de-
preciation of the rand and the introduction
of a higher tariff in September 1997.

Feed prices {(which make up 55%-60% of
preduction costs) followed the international
trend downwards and chicken mortality
was low, with only a small outbreak of
Newcastle disease in July. The only negative
for the broiler industry was the poor econ-
omy and its impact on consumer spending.

There'l[ be no more nasty jokes about

Lakhnati insists that
conditions were chal-
lenging, pointing
specifically to the eco-
nomic conditions, un-
predictable rand, higher
interest rates and strike
action by the Food &
Allied Workers’ Unicn
(Fawu). But the FM
gives overall market
conditions roughly six
out of 10 — which is a
good mark compared
with previous years.

That is not to take
anything away from
what  has  been
achieved. If the road
outside Rainbow was
faitly smooth, there
were still obstacles
within the company. It is a triumph for
Rainbow, Rembrandt and the management
team that made it happen. Lakhnati easily
earns his place alongside the likes of
Shoprite's Whitey Basson on the 1998 table
of turharound superstars.

Rembrandt MD and Rainbow chairman
Thys Visser says: “There is huge relief (at
Rembrandt). He (Lakhnati) has made a hell
of a difference. But he still has a hell of a
task ahead of him.”

The modetn story of Rainbow Chicken
really begins in 1989 with the listing of the
company and Rembrandt's involvement.
Before this move, Rainbow was & family-
controlled entity under the watchful eye of
founder Stan Methven,

Besides his colourful language, Methven
is remembered as an autocratic and un-
compromising leader, whose acute per-
sonal attention to all aspects of the busi-
ness made Rainbow the leading power in
poultry in SA. He was loved and hated in
equal measure, and the chicken-growing
regions of KwaZulu-Nata] still ring with
stories about him.

When Rainbow went public, it began to
lose that owner-operator strength and
many things just flew out the window:
attention to detail, company pride, a fix-

Amnold Pronto

RAINBOW |

The relative s‘rengih chart iﬁ_usirnies
Rainbow's historically poor petformance
against the J5F Food index.

AR P —

‘Yannick Lakknati

ation with costs and a closeness between
managers and the chickens. While this
was happening the market also got
tougher. Imports began to escalate, dis-
ease ripped through the industry, there
was a glut of broilers on the market . .,

The broiler industry is unforgiving, Con-
sultant Rudi Kruger, who spent some time
working at Rainbow, explains: “If the sup-
ply chain is working properly it is a huge
money-maker, but if there is one thing
wrong then you have serious problems.”

The result was Rainbow slit its own
throat. There were three successive years
of losses (financial 1996-1998), a string of
management changes and a drop-off in
staff morale. There were real problems, for
example, with what is called “"gumboot
disease” — people standing on the chick-
ens and killing them because they simply
didn't care.

In management, a culture of non-ac-
countability became entrenched. Rainbow
staff talk of the "Rainbow salute” —
crossed arms with fingers pointing in op-
posite directions, as if to say: "It's not me,
it's somebody else.”

This is the kind of environment in which
Lakhnati took charge, after the departure
of Mexican poultry man Jorge Del Corral

B "We are far from sustained profitability — the second part of the challenge"

FINANCIAL MAIL - NOVEMBER 20 - 1998 59

b




&

Chicken workers

‘treatr

,PuuLT

chickent -proééssing - company, have
stopped work and threatened to take

industrinlzaction after a disputé in

which- management alIegedly fallc
to meet theu demands. -
“strikeé"is by members of th

.

Food -gnd;~Allied Workers Union

bonuses and . other

gmnal chanman, Mr
Ndz:pho.;-Kahpa, said yesterday sbout
1.500 woikers were demanding a 9,6
percent wage increase, better housing
loans and an- 1mprovement of working
conditions.
Kalipa claims workers m'e-on!y get-
ting an average of R250 a week.
Management had offered an ‘eight
percent increase across.the-board. -
-Kalipa_claims -procedures to kic

off the strike had begun as far back as '\

. at Eariy Bud Farm, a° .

L claims that most of the f‘{ .
_ly Bird, in M1drand had\;_nanager Mr Arnold Prinsioo - cc_m-. i

A

e\g'nst week of this month, dnd: that, .
because of this management had. f&ll a:
to pay Christinas bonuses to some -
workers, Ry
This had caused severe hardship,
according to Kahpa ‘
However, the union leader was optl'-,
Imstlc that a settlement would be reached  °
.-as Fawu was scheduled to meet late yes-_; ‘
terday with management on the Issie, .. "3
Early Bird’s group human resources o

irmed the strike yestelday
yFop payers ~ =~ -

But he was quick to add that hlS com-
pany was one of the top payers in the
industry,

He claimed Early Bud pa:d on
average R1 680 a month and believed
its eight percent offer was more than
fair. Workers also got a 13th cheque

Prinsloo denied the company *had‘
not paid Christmas bonuses but said*

workers should not expect to be paid -

for time they had spent on strike.

el e s b €,
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Themba Hlenga]‘ni
and Taryn Lamberti

THE Food and Allied Workers’ Union
(Fawu) intensified its month-old strike
against Earlybird yesterday by giving
hotice of a secondary strike against all
business units of the poultry company.

The intensified action is expected to
cripple the company’s production, as
more than 1500 workers will be in-
volved, The strike was previously con-
centrated at the company’s Olifants-
fontein slaughterhouse only.

Fawu spokesman Nzipho Kalipa said
the union decided to call for a sec-
ondary strike after an attempt to break
the deadlock with employers on Tues-
day night was unsuccessful.

He expected the company's Stander-
ton works to join the action today.

LNTFTE e nememes e e

Arnold Prinsloo, Ear;ybir s human
resource manager, said the unjon’s no-
tice was in contravention of the Labour
Relations Act, and the company was
waiting for the union to talk to them be-
fore taking action against the expansion
of the strike.

Workers and management dead-
locked a month ago after they failed to
reach asettlement ona wage increase,

The company is oifering an 8% in-
crease while the union is demanding
10,5%. Kalipa said the union was pre-
pared to compromise at 9,6%, but the
company had not agreed,

“We reduced our demand according
to inflation. The 8% the company is of-
fering is far less than the inflation figure
which is above 9%,” Kalipa said.

The Commission for Conciliation,
Mediation and Arbitration and an inde-

extend strike against Earlybird

2a\val\=g

pende ediatc? h"a’lire failed to break
the deadlock.

Kalipa said the company had agreed
to increase Christmas bonuses from
R300 to R500. He said workers had not
yet received their bonuses for 1998,

Prinsloo denied this, saying workers
had all received their 13th cheque.

Meanwhite, striking National Union
of Mineworkers (NUM) members and
Anglo American Platinum (Amplats)
again failed to reach agreement yester-
day over a wage dispute. The dispute
has resulted in 5 000 workers downing
tools over the Christmas season at four
mines and a smelter in the North West
and Northern provinces, Amplats
spokesman Steve Calladine said yester-
day. The parties will meet again on Mon-
day with an independent mediator ina
bid to settle the dispute.
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i NicolaJenvey

DURBAN — Day-old broiler and
layer chick producer National
Chick (Natchix) has begun reap-
ing the benefits of its acquisitional .
investments and organic growth,
posting budget-beating resuits in
the yearto September.

Attributable income rose 26%
to Rll 8m, pushing headline earn-
ings a "share to 35,2c (1997: 27,6¢).
A 14c¢ (12¢) annual dividend was
declared. Pretax profit increased
56% to R16,4m, as sales climbed
43% to R167,3m.

Chairman Mike Walne said the
higher interest bill at R8,1m
(R5,7m) reflected the effects of the capital expendi-
ture incurred mainly during the first half-year. How-
ever, this amount was significantly below forecasts,
due 16 the restraints put on to expenditure in the face
of spiralling interest rates.

‘Recent acquisitions Malan Chix — renamed Hy-
Line Chicks — and animal health products company
National Veterinary Supplies contributed 12% and
8% respectively to group income during the year.

Walne said other factors which contributed to
Natchix's satisfactory performance were increased
chicken consumption as the product remained the

mething to crow about
Chick producer Natchlx boosts income 26% through growth

cheapest form of protein, sta-
bilised production costs and a
market that was less volatile as a
result of the higher duty on im-
ported chicken hindquarters.

Increased production capaci-
ty, which came on stream during
the year, enabled the group to
raise its ‘production of day-old
broiler and . layer chicks to a
record 1,6-million a week.

Following the commissiening
of new hatchery facilities in
Botswana and Swaziland, cross-
border operations now account
for 18% of group revenue.

Walne was confident about
Natchix growth prospects in the
current year. He said as a key high-tech upstream
supplier to the poultry industry, the group was ex-
periencing a steady flow of demand for its products
and continued to grow its market share.

There were “encouraging prospects” for expan-
sion into relatively untapped markets to the north.

“While management attention will continue to fo-
cus on reducing borrowings in the immediate future,
certain capital projects which have been put on hold
as part of this process, may well be revisited should
there be any significant drop in interest rates in the
new financial year,” Walne said.
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LABOUR Controversy over halaal procedures adds to wage-related stress

Muslim workers stage

walkout at ﬁ]%arl

BonTLE HEADBUSH

Johannesburg — Muslim work-
ers at Earlybird, the chicken
processing company, stopped
work yesterday after the compa-
ny allegedly failed to follow the
appropriate procedures for pro-
cessing halaal chicken.

Zaid Shongwe, a Muslim
worker at Earlybird, said the
company employed scab labour-
ers who d¢id not follow halaal
Processes.

“At the moment it is only the
Qlifantsfontein plant that is on
strike. but workers at other
plants have given notice and
will be joining the strike next
week,” Shongwe said.

Earlybird ah;eady had more
than 1500 workers on strike after a
deadlock on wage increases. It also
faces a secondary strike by the
Food and Allied Workers' Union
(Fawu) from the beginning of next
week,

The company offered a wage in-
crease of 8 percent, while the union

vbird
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MOUTHPIECE Workers protest in front of Earlybird’s plant in Olifantsfontein, near Johannes-

burg, yesterday as they began their fifth week on strike. In addition, Muslim workers accused

the company of neglecting procedures for processing halaal chicken

is demanding 10,5 percent.

The Commission for Coneili-
ation, Mediation and Arbitra-
tion (CCMA) and an indepen-
dent mediator have failed to
break the deadlock.

Arnold Prinsloo, Earlybird’s
human resource manager, dis-
missed claims that the company
had employed people not quali-
fied for halaal production.

“We have employed halaal

PROAC JOHI L VDRI
slaughterers and also halaal
supervisors,” he said yesterday.

He said Earlybird would
meet the CCMA today to seek a
solution to the dispute with
Fawu.
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::Taryn Lamberti Management have offered 8% while the Mediation- and-Arbitration yesterday/tovdis:
= union has said it will accept 9,6%. cuss picketing rules. Prinsloo: said theitwo’
+ STRIKING workers at the Olifantsfontein plant Both parties accused the other of “not sidesfailed toreach agreement on the rul .,,«
- of Earlybird poultry producers north of Johan-  budging” yesterday. The strike by 700 workérs had not affected
-neshurg gave management notice yesterday Kalipa said the union had given notice of a production’ at “the* Olifantsfontein “plant;be:
“that their coworkers at the company’s secondary strike in Standerton last week but it  cause strikirig-workérs'lvad: béen réplaced'by
tanderton branch would embark on a sym- was legally flawed. ‘The union issued another temporary labgur. © . .-¥ v
athy strike in a week's time. notice yesterday but Earlybird human re- Prinsloo‘denied an allegation by'Kalipa that |
With the Olifantsfontein strike in its fifth sources manager Arnold Prinsloo said he had Mushm customers | were: boycotting : buiiig
sweek, Food and Allied Workers® Union regional  not received it by close of business. Earlybird chickens because the conipany was
: chairman Ndzipho Kalipa said tdlks with man- Prinsloo confirmed that negotiations had not using Muslim slaughterers. The company”
-agement over a settlement to the wage dispute  deadlocked although the parties met a medi- had employéd slaughterers récommended by~
had “totally brokendown™ ator from the Commission for Conciliation, the Muslimt Judicial Council Co
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. Johan'nesburg — The Food and

Allied Workers’ Union (Fawa)
yesterday called off the sec-
ondary strike planned for next
Tuesday against Earlybird
Farm, the chicken brocessing
company. . o B
-The strike, in sgpport of
Fawu’s "month-old ‘strike oh
Earlybird's Standerton plant,
was cancelled because Fawn

" failed to fill i the appropriate
!

documentation for it,’

Tumi Mohube, the union’s
legal officer; said it would have
been unprocedural for Fawu to

»; hold a secondary strike without
« filling in the required paperwork,

“If we were Boing to stage the

‘secondary strike, Earlybird was

going to issue an interdict
apainst Fawu on Friday” said
Mohube,

“Because we decided to call it

called
CIC PR Y| 1)
off, we've been abie'to avoid this,”
He said the strike at Early-
bird’s Olifantsfontein Dlant,
including the Muslim strike over
halaal chicken that was not prop-
erly processed, would continue,
Arnold Prinsloo, Earlybird’s
human resources. manager, sajq
there had been some Drogress in
talks bétween Earlybird ahd the
Commission for Conciliation y
Mediation and Arbitration. y
“We're having discuissions to
try and agree on Picketing rules
because the union has applied for
certain conditions for its
members, for instance, for them
to be able to use the water.and
other such facilities while picket-
ing,” Prinsloo said. .
Mohube hoped Fawu’s cancel-
lation of the secondary strike
would help break the deadlpfk,
even though Earlybird’s diseus.
sion of picketing rules showed a
willingness to prolong the strike,
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Johannesburg — Earlybird, the
poultry farms management
company, yesterday dénied
claims by the Food and Allied
Workers’ Union (Fawu) that
more than 2 000 workers in
Standerton had resolved to
strike in sympathy with col-
leagues at Olifantsfontein.
“The information we have
received from Standerton
management is that workers
. there have declined to go on a
sympathy strike,” said Arnold
Prinsloo, Earlybird’s human
resources manager.

lOIl OVGI'
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Prinskoo said his company
had also not received any notice
of a strike action, which is a
stringent requirement of the
new Labour Relations Act.

However, Khalipha Nzipho,
Fawu's spokesman, said the
sympathy strike was on for next
week after Standerton workers
had “endorsed” a weekend
meetmg s resolution on the
issue,

Hundreds of workers allied
to Fawu at the Olifantsfontein
works have been on strike since
early last month to press their
demands of wage increases of
10,5 percent against manage-

arlg9 7251'% )st/rlke

meént offers of 8 percent,

Fawu also demanded sub-
stantial improvements on night
shift and coldroom allowances.

Mike Maloba, the union cam-
paign organiser for the Gauteng
region, said over 600 Olifants-
fontein workers and other Fawu
members from the surrounding
industrial area would march on
the works on Tuesday or
Wednesday next week.

Prinsloo said the way for-
ward was to {ry to resclve the
matter. “We are willing to en-
gage in talks at any time (and to)
look at a restructured package,”
he said.
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Liberty bell sounds for EU’s caged chicks

Battery bans lead to egg shortages, but South Africa may have to follow suit to export
| . foud®T Al 13 (3]0

TWEET GAINSBEOROUGH-WARING may mean the hens will continueto o produce eggs. Ms Van der Merwetald Saturday  roofs of cars and often carried for “Alvery low percentage ofeges  were airier, larger and, in some
be confined in South Africa, Thedecision eould have repercus. - Argus that battery chickens were hours in the hot sun,” said Ms Van soldarefree range,” he said. cases, had parches,
ens in Europe are beinglib-  Most European Union countries  slons for South Africa, which is on keptin cagesa third of the sizeofan  der Merwe, who called on con-  Hasaid itwas easiertokeepcaged  He said batteries had also been
mﬁman but South Africa’s recently voted to phase out battery  the verge of signing a trade agree-  Adshestofpaper, sumers to switch tofree-range eggs. hens diserse-free. The eggs were banned in Switzerland, However,
chickens are still cooped p  hens over the next 10 years. Should ment with the ETJ, “They cannot move, which affects * Allan Stuart, a poultry farmer cleaner and less likely to spread dis-  the country had to start importing
in cramped batteries. - the proposal be approved by all EU Cape Town animal-rights activist theirlegs,” she said. who farms caged and free-range easetoconstimers, hesaid.- egestomeet demand,

Egg-laying hens in Europe may member countries, Europe’shens  Louise van der Merwe said: “There  Shesaid the hens were sold when hens, said numerous workshopsand M Stuart said thatinSwedena  Zak Coetzes, of the South African
soon be free to roam their runs,  willbe free range byJanuary32009.  are 15 million hens in batteriesin  they came to the end of their produc-  seminarshad been held to dehats the ban on caged hens had been repealed Poultry Association, said that
instead of being squashed into bat-  The news has delighted animal-  South Africa, and if the country tive egg laying lives and went controversy. He said black con- asthedemandforeggs couldnotbe  although Sonth Afries took its cue
teries, nntable to mave, rights activists, who for yearshave  wants o be seenaspartoftheEurc-  “through hell” before beingslaugh-  sumers had opposed phasingout met, from overseas trends, the prime con-

However, the lower cost of battery  campaigned against the crnel prac-  pean community it mostkeepup  tered. caged hens because battery eggs “The trend in Sweden is nowfor  sideration in adeveloping country
eggs compared with freerangeeggs  tice of keeping hens in minutecages  with developments.” “They are tied by their legs tothe © werecheaper than freerangeeges.  enhanced cages,"hesaid Thecages  wastokeep food prices down,
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1. Association says.
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"PRETORIA — The SA poultry industry will applyfor anti-
dumping measures against the US following a spate,
“ineffective” tariff adjustments to .certain impor
chicken -cufs since 1992 the Southern African Poul

- The assomatlon s executive director, Zach Coetz ;
" gaid the adjusted tariffs of September 1997 contained
imports of chicken hindquarters by only 20% last year
.Between November last year and January this yédﬂ
there were still 11'000 tons of leg quarters streaming in
fromthe US. . W
“A 3% surplus in ‘the US is enough to replace totat
local poultry production.” ITI
Late lagt year imports of US poultry mto SA surg
when Chinése and Russian markets which usually togh
up large parts of the US poultry exports, collapsed.  5q
At the time, US Poultry and Export Council presnclgg&
James Sumner 'dénied US poultry was dumped in SA, spif
ing that the US realised that SA could not compete;]gb

: fectlvely withlower priced imports. :

- -“Jt-js true-that there i$ an excess of poultry on ihe
world market ... American chicken leg quarters are bein
offered at the same price as they are sold domesticallya

Yesterday Coetzee said dumping coiild be difficult fg,
prove against the US as the poultry was sold to SA at that

- country’s domestic pnces :

“A reconstructed price ... may ; assxst in the poultmr
industey’s antidumping appllcatlon )

The US produced 26% of the world’s
sumption against SA’s 0,8%. @ &i
"*  Producers outside the US Tacked the ec

scale of farmers of that country.
Aiter a drawn-out investigation into the locat poulgr,g
indistry, Trade and Industry Minister Alec Erwin agre
in late 1997 to the third tariff adjustment on certajfy
‘chicken and turkey cuts to R2;20/t of the internationa)
, price. Coetzee said yesterday this led to imports drop-

““ping to 83 000 tons in the foliowmg year from 104 000

“tons the year before: “Government is now less dogmatig
and preseriptive in its policy (on the sector). lts earlier

| -aggressive policy of underprotecting agriculture in g

effort to be correct in terms of perceived mternatlo;ml.,
“trade ... cost the SA broiler industry dearly.”

e Indlcatlons are thdt an antldumpmg ruhng would ta};g
consmlerable tlme e e :

ai
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HOW gains
| on hopes of proflt :
RAV'N Masaras . f 2 ’) PO i q;’s ;iilysts pointed out fun-

B

Durban (. Expectatmns -of long-
awaited profit from Rainbow
Chicken, S8outh Africa’s largest
broiler. producer, could be
responsible for the share’s
marginal gains ' last week,
analysts snggested on Friday.

The share gained about 8 per-
cent by the end of the week and
closed on Friday- at 40c.

- Food sector watchers predict-
ed the comipany, which was in the
throes of a sustained furn-
around, could break even or even
post a small profit for the year to

‘March 81, after years.of massive
attributable losses.

. The company, which is in the
" Rembrandt stable, reported an
operating profit before exception-
al items’of R14,9 million for the
half-year to September 30.

The R7,5 million attributable
loss improved substantially from
a R128,5 million loss in the
previous interim.

‘In early February, the share
stumped analysts when it gained
41 percent without expectation of
any announcementg Consensus
was, its fundamental value did
not justify:the run’

Late last week, analysts felt
Rainbow éeemed to heading for a
proﬁt

- 'The focus on people manage-
ment, operating performance,
and customer service was expect—

damentals were still poor. There
was massive oversupply in the

market and tariff protection was | :

stiil not working efficiently.

The poultry industry has
applied for anti-dumping
measures dgainst the US follow-
ing a spate of ineffective tariff
adjustments to certain imported
chicken cuts since 1992,

~Omne analyst suggested profit
would come from restructuring.
The company started streamlin-
ing its business in late 1997,
resulting in the closure of some
operations and an upgrade of
remaining facilities. ¥

The analyst said Rainbow had
hecome a punter’s stock. Short-
term hype surrounding results
could translate into share-price
movement in the build-up to the
results, he said. :

Food sector watchers said the
poultry industry was still in
pretty bad shape.

Chicken continued to be
consigned to South Africa after
Russia’s financial woes resulted

“in the cancellation of large

orders of imported US chicken in
China and Russia. South Africa
became the alternative market.

Zach Coetzee, the executive.

director of the Southern
Afr1c§n Poultry Association,
gaid 2'percent to 3 percent of US
production was “enough to wipe
out South Africa’s local poultry

ed to boost earnmgs . mduLtry

I T PTER M
DRI R A




[Natchix is to spread its wings

5

0
I

Nicola Jenvey @ p au L., ['k\( broiler industry was adversely affected by the
B i e sod flow of chicken imports to SA, while
DURBAN — Indistrial food group National the commercial egg industry suffered the ef-
Chick (Natchix) begins exporting broiler chick-  fects of local overproduction,

ens to Mozambique next week and is consid- However, Natchix, which produces 1,6-mil- -~

ering establishing a factory in the country i lion brotler and layer chicks weekly, managed
the medium term. lh\t raise attributable income 22% to R5.5m.
Releasing interim results to March, M Continued growth in demand for Natchix
Gavin Jardine said yesterday Mozambique rep\ products coupled with a higher market share
resented a new market for the group, which “nationally and in neighbouring: countiies
operates in Swaziland, Botswana and Lesotho, \) boosted sales 18% to R79,4m. The highervol-
Natchix demonstrated itg resilience to dif-™\ umes together with improved production
ficult market conditions by posting a 28.6% pushed operating profit 19,5% upto R15,6mt’
rise in headline earnings to 17,05¢ in the period Jardine said notwithstanding high interest
under review, The group pays a single annual rates, finance charges rose 4% to R4,2m, while
dividend. : : Qgearing dropped to 37% (1998: 49,4%). Net as-
Jardine said the commercial sector of the%set value was 15% higher at 247c.

.

b




. with the prevlous loss of

sm:ta.Iff!%

South, rica s. largest 1ntegrated_.

‘ broiler producer has taken a
giant leap in its bid to achieve a
focuséd and sustamed turn
around o ,
" The company part of the Rem—

brandt stable; yesterday reported -

an operatmg profit before excen-

tlonal items of R34 million for
the financial year to March 31,

agamst a loss of R146,9 mllhon
last, tlme. ‘

" Bveén- though some analysts-
expected the company to swing
back into the black on the atirib-
utablé level, Rainbow substan-

"+ tially reduced the ‘attributable

loss to R13,5 million, compared

"'R268,4 million,

% This translates into a loss a
* ghare, on a fully diluted basis, of

0,7c, compared with the previous

loss of 21c. A dividend was not '

declared.

Analysts said’ 1mprovements'
were: substantial, ‘given the -

volanhty in international mat-
kets, which exposed the local

poultry industry to.an éven-

greater threat of low-priced im-
ports in-the past year. -

Analysts expected the compa- -

ny;to swing back to “its former
glet;y” in the year to March 2000
They sdid Rainbow had madé

0 IBut the company whlch is
operatlng in what some commen-
tators have descnbed as one of
the toughest years in the.R5 bil-
lioh'a year poultry industry, was
still not over its hurdles yet.
‘While.-the poultry industry

self to consumer: requtrenients

R2 14 billion In the prevmu year ‘

QPouu‘R‘r’

Rambow

Od Nov Bec .lml Feb Mor Apr
Q8 Souice!! Reulers

had applled for antl-dnmpmg
measlires against the US, chicken

diverts from Russia contmued to
. flood the local market analysts

said. : T
Yannick Lakhnatl, the ch1ef Vi
executive officer of Rainbow, said
the results corresponded with the
first phase of a recovery process,
which began with restructurmg
inlate-1997. o

The past year had been £8sen-
tially inward-foctised to establish
cost competltlveness and ahgn it-

‘had shown encouraging preress
'm the past year. Although pro-

dizction volumes ended the year

25 percent 1ower than the previ-

ous year, more stable prlce rea11

+ Epol, the animal feed. t opera
tlon, continued to be prot_'itable
despite pressure on margihs.”

Rainbow shates gaihed 1c to
close at 40c on the JSE yesterday




A rainbow forms after

bad wea[ther for broiler

7 |49
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Nicoladenvey ...’

DURBAN — Restructuring
Rainbow Chicken into a
profitable organisation
has taken another step
closer with the broiler
group declaring a R92,79m -
operating profit before de-
preciation (1998 R80m
loss) in the year to March, -

Although reporting a
full-year loss of R13,bm,
this was substantially im-
proved from the R268,4m
loss in the corresponding
period last year. Headline
loss a share dropped to
0,9c (21c).

CEO Yannick Lakhnati
said Rainbow had signifi-
cantly improved its oper-
ating performance with
broiler growth rates and
feed conversions nearing ]
competitive standards. Processing had also re-
alised gains from the restructuring.

Depreciation and amortisation reduced oper-
ating profit to R34m (R146,9m loss) which con-
sisted of R14,9m and R19,1m for the first and sec-
ond periods respectively.

Both Rainbow farms and processing facilities
showed “encouraging progress” over the year,
but Lakhnati said industrial action during the an-
nual wage negotiations regrettably hit perfor-

KUBEN DAVID Source: RAINBOW CHICKEN

PoULTRY

mance levels in August and
September. ‘
Although volumes
dropped 2,5%, the more
stable price experienced
until the third quarter,
coupled with an improved
product mix, kept sales
constant at R2,15bn.
Lakhnati said even
though interest rates soft-
ened slightly towards year-
end, average rates were
still materially higher thus
negating potential savings
arising from lower funding

requirements. However,
interest-bearing debt still
dropped to R203,8m

(R254m) meaning the debt-
to-equity ratio improved
to 25,3% (30,8%).

Asian . and Russian
chicken consumption de-
‘ clined dramatically, while
US production remained high, forcing interna-
tional surpluses to seek alternative markets.

Lakhnati said despite competitive pricing, the
entire local broiler industry came under pressure
by unfair import practices. :

Cautiously optimistic, he said Rainbow still
needed emphasis on identified areas before re-

turning to a sustained profitability, Howeyer,

might

should that process bear fruit, the gr

be pfo‘fit'able in the next financial perio&if:'

B A
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Durban - Leading participants in -
the R8 Yillign \poultiy” industfy :
would file an application for ant
dumping measures against the US,
the Southern African Poultry As-
sociation said Yyesterday. )
Zach Coetzee, the association’s

tion had arisen out of the massive

‘from the US.
Chicken consumptlon declmed

during the recent financial
upheavals. But US production
remained high, resultmg in mas-
stve surpluses going to alternative
markets, including South Afriea,

been a 17 percent reduction in
imports between 1997 and 1998
despite the introductign of tariffs

- to help protect the local market. -
" Yannick Lakhnati, the chief ex-

en, the mtegrated brojler producer,
said that in spite of competitive

executive director, said the applica-

recent surge of chlcken nnports_

significantly in Asia and Russia

Coetzee said there had only '

ecutive offieér of Rainbow Chick:, ¢ "+ pany could suqcessjul]&
» its transformation process., *;

Poultry sector to fil

mdustry had’ been placed unEr
© extreme pressure by unfalr uuport
prac ces 3 .

 had mformed the
governmen of 1ts ¢oricern about
the “serious implications” bf those
practices, Discussions were contin-
“uing with a view to solving the
Rmblem Lakhnati said. A

fduced atiributable loses and was
on {rack for profitability in the 2000

- financial year, growde g'ket
. conditions unproved and;
filet

Lakhnati saldes'*"Rainb{ow s

pricing, the ent1re locaI brqﬂer ;people mcludmgthe de umons.

0ﬁamst US

have come to the party “The key

factor in restoring Rainbow to prof-
+ itability-on this fantastic but rough
ride has (been), and will continue to

" be, the human factor”
". Rainbow would continue to
scrutinise business basics, which
.would. help improve working

L cap:tal requirements, improve cash

°. Theindustry could _ S -, as . . Sowand reduce debt.
not tolerate dumping, . ' 7. < “Rainbow is like a
11whlch was hampering- Reduc : gold ‘dTg,intg The more
uany atteinpt.at being . youdi e more you
competltwe headded. consump hon find things to do.
.In’the meannme: in Asia and “The best is yet to
Rambow would con- . §. come. QOur turn-
_tinue its ““intense " N RU;S‘G' meanf ., around is no quick
process” to turn 1tselt‘ " fix,” Lakhnati said.
around. . ™ o surpluses Were \Part of the discov-
“ The grou 2 report- Jsent fo SA _ery’ process meant
Ted yesterday"thaf"it . L ,Rambowwould review
"had substantially re-’ \ T : -w- its product mix, from a

"market view and not just a cost per-

spective, and mvestxgate the value-
:added market in the year ahead.

. Export markets beyond Africa
Were also in the exploration phase,
Lakhnati saxd

a
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RAINBOW CHIGKEN

LET THE SHEEP, G

PIG

GOAT BE SLAUGHTERED W\%‘\%M

And bring in the praise singer for the victory dance

0, in honour of what Monsieur Yannick

Lakhnati has done at Rainbow, I de-
cided to rewrite that Frére Jacques song.
I've called it “Stan we have the man”. Give
me a note:

Frenchie's done it, Frenchie’s done it.

AL *#@+%ing last, at *&?@#ing last.

Johann (Rupert) can breathe now, Stan
(Methven) can rest now.

Cock-a-doodle-do, cock-a-doodie-do.

Next verse:

All have failed, all have failed.

Mexican amigo (Del Cotral), Mexican
amigo.

Griffiths, Morris & Co; Griffiths, Morris &
Co.

Yan's the Man, Yan's the man.

Ok, well you get the general idea. The
FM (nearly) got it right: in its year-end
results Rainbow made fast its turnaround
and came within a whisker of attributable
profits (headline loss per share 0,9¢)7 And
that qualifies Rainbow’s French general for
a victory song.

The most impressive area of Rainbow’s
results {again) was cash flow. During the
year, the group stripped out working cap-
ital and succeeded in generating R60,8m
in cash from its operating activities. A
small miracle, considering that operations
gobbled up R98,4m in financial 1998 and
R234,7m during 1997.

The stronger cash generated turned the
course of Rainbow's long battle against
debt. Borrowings dropped at year-end by
R50,2m, from R254m to R203,8m, and
gearing retreated from 30,8% to 25,3%.

The story of how Lakhnati set about
turning this beast around was recorded
when the FM covered the company’s half-
year results (Companies & Markets Novem-
ber 20). But it involves a wide variety of
“Ings”: outsourcing, delayering, empow-
ering, decentralising, rationalising . . .

The career turnaround attist how says of
the exercise: “What happened over the
past 18 months is so intensive and varied
in terms of initiatives. in my entire busi-
ness career | have never seen so many in-
depth actions in a single organisation in
such a shott period.”

He says phase one of the revival ex-
ercise at Rainbow is now complete: get-

ting the supply chain in working order and
improving quality. That's no pee-wee ac-
complishment. “Until recently, the survival
of the company was questionable. Now
we are alive, we are here.”

Lakhnati's next area of focus is on im-
proving the efficiency of the redesigned
supply chain. He says in this phase (two),
Rainbow will widen its attention to include
both ends of the chain, the customer and
the raw materials. “In SA, it {success) is
about customer setvice. And we are trying
to become more of a partner with the
customer. At each plant we now have a
regional planner and several customer
service managers, whose sole purpose is
to monitor where the product is and to
keep customers informed.” He says this
may result in Rainbow moving into more
value-added chicken production.

Getting effi-
clency/profit/cost-
cutting targets out
of Lakhnati would
take more wine
than I care to drink.

Amold Pronto

. Yannick Lakhnati . . .
Ralnbow is like a gold
mine

The most he is pre-
pared to offer is:

“Every organisation
has its true poten-
tial, its 100%, and
we are at about
50%." So, there is
clearly much still to
do. Lakhnati ex-
pecis a third stage
to this revival op-
eration, but won't
say what its focus

Frenchie's done it

amigo,

Verse 1: Fren-chie's doﬁe It

At "#@+%ing last, at *&?@#ing tast.
Johann (Rupert) can breathe now,
Stan (Methven) can rest now.
Cock-a-deodle-do, cock-a-doodle-do.
Verse 2: All have failed, all have failed.
Mexican amigo (Del Corral), Mexican

Griffiths, Marris & co; Griffiths, Morris
& co. Yan's the Man, Yan's the man.
(Ta the tung of Frére Jacques)

(recovery)  process
continues to be suc-
cessful the com-
pany expects to re-
turn to profitability
for the (2000) finan-
clal year ahead,
provided that current
economic conditions
improve during the
course of the year."

could be. “Rainbow

is like a gold mine,”

he says. “The more you dig the more you
find to do.”

For all the internal progress, Rainbow
still has a big exposure to domestic macro
problems and US imports. That overshad-
ows everything that has and can still be
achieved at the company. Check out the
FM's interim piece for an explanation of
the dynamics.

This exposure clearly concerns Lakhnati
and co. They take a step backwards on the
published prospects when they say: “if that

Lakhnati indi-

cates he is con-

cerned particularly about the massive sur-

pluses of chicken on the world market and

SA's exposure to this. He says “the in-

dustry has informed government of its

concem about the serious implications of

those {dumping) practices and discussions

are continuing with a view to alleviating
the situation ”

SA Poultry Association executive director
Zach Coetzee says frozen chicken imports
reached their highest recent level during
November and Decembet last year, and
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that with the volatility of international mar-
kets it is a “danger time” for the industry.

Coetzee says the industty will be lob-
bying government to maintain the R2,20/
kg duty on imported frozen chicken when
it is reviewed in the next few months, and
will also be asking for an “antidumping"
duty that will protect the industry against
the more sevete shifts in world demand
and supply.

I still have setious reservations about
the SA broiler industry’s long-term com-
petitive position without tariffs. We have
fundamental disadvantages, like the high
cost of labour and a disease-friendly cli-
mate. Lakhnati stands by his position that
every problem can be managed.

Interestingly, Tiger Oats MD Nick Dennis
reckons their broiler operation, County
Fair, is already competitive in the world
arena, and that it has been structured
around the fact of imported chicken. So
maybe ['m wrong.

Rainbow’s advance on attributable profit
should be helped in the next twelve months
by huge assessed tax losses (as yet undis-
closed), a lower interest bill and a con-
tinuing decline in depreciation — with rel-
atively smail capital expenditure envisaged.

Lakhnati is doing a great job and it must
be nice for Rembrandt executives to go out
in public and not be sniggered at. Many
songs may still be written about Rain-
bow’s progress.

But two factors suggest real caution is
needed when looking at Rainbow. First,
the state of the market — and protection.
Second, the proposal of a share con-
solidation by the Rainbow board. Beware
of this.

" A consolidation is clearly needed, with
about 1,4bn shares in issue. But it could
'mean that Rainbow foses its penny stock
appeal and 'its speculative followers. And
I'm afraid the speculators may be the only
investors who still look at Rainbow.

Stuart Ratherford
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| Rainbow's srong bul trehd was confirmed in Janvary when

{1 the positians of the moving averages switched to short term

., 1 above the medium ferm above the long term, As the price
& bounces off the short ferm moving average, new buymg

| ications are given, ) . ) .

David Gleason

WHAT'S CHRISTO WIESE SITTING ON?

patt from sitting
on a fat cash pile
— and apparently

doing nothing with it —
what else is happening
at Invicta, the Cape-
based engineering com-
pany concentrated in
the agricultural sector?
Frankly, not much — which raises ques-
tions about why it raised R108m from the
market in October 1997, when its share
price was 570¢, and why the counter now
languishes at around [75c while the cash
just sits there.

Invicta is now part of Christo Wiese's
extraordinary empire. He's nen-executive
chairman and, at last count, held 22% of
the equity. He says he remains a buyer “at
these prices”. Since Wiese has a reputation
for avoiding dogs, does this mean some-
thing is about to be revealed that will give
the company a better sense of purpose
after a couple of years of drift?

Wiese says, as a general philosophy,
he's averse to handing cash back to share-
holders — it signals an inability to put it to
good use. In any event, he followed his
rights at the time and claims he's as blue
as other shareholders who acted likewise.
Several projects are being examined but
he won't say what or when an announce-
ment will be made.

Meanwhile, the company’s year-end re-
sults are expected shortly. Asked if last
November's forecast of improved second-
half earnings will be achieved, Wiese says
the company is on track, but adds that
interest income distorts the results. That
won't enhance the counter’s p:e.

One aspect [ didn't appreciate when the
interims wete issued is the paucity of
information ahout sources of operating
income. This was given merely as R21,5m.
No mention was made of interest income.

Financial director Arnold Goldstone says
interest income isn't disclosed because it
isn't an accounting standards requirement
{financing charges are}. He confirms that,
roughly, interest eamed would have ac-
counted for about half of the operating
income, around R11m.

If this does anything, it is to undetline
Invicta's reliance on its cash resource. The
counter's present market price of around
175¢ is only slightly more than its bank
deposits, which means the market is put-

ting no value on the underlying business.

Wiese isnt one to chair a company
going nowhere. Nor would he signal his’
willingness to pick up stock without a
belief in its ability to grow and develop.

So, though he remains tight-lipped
about prospects, as you'd expect him to be
in the closed perind ahead of the results,
I'm inclined to the view that some im-
portant acquisitions are just around the
carner.

hat is to happen to the Rand Club? A

suggestion by property developer
Conrad Penny to move it, brick by brick, to
a friendlier site in northern ]ohannesburg
is apparently being examined seriously by
the club committee. The effect, says
Penny, would be to preserve the club's
ambience and the cost is likely, he be-
lieves, to be cheaper than erecting a new
clubhouse. The present building, first oc-
cupied in 1904, has a steel structure that
would make moving it comparatively easy.
A new — and much smaller — clubhouse
could easily cost around R25m.

Translocating may not be that far-
fetched. London Bridge was shipped off to
Texas and the construction of Egypt's
Aswan High Dam prompted the piece-by-
piece move of the Temple of Ramses 1L

The Rand Club’s problem is that most of
its members have migrated — along with
their businesses — to the northern sub-
urbs; many members no lono,er g0 near
the CBD.

The present clubhouse, which was mod-
elled on London‘s Reform Club, has cer-
tainly attracted plenty of attention. “An
immense stone pile,” huffed traveller and
author WC Scully scornfully. "t is an
abode for giants . . . it is a megalomaniac's
dream realised; as exaggerated as the
wealth of the magnates who built it.”

Whatever. These days, though, the club
seems increasingly out of place, an
anachronism in a city whose heart, as
property boss Gerald Leissner mournfully

| observed a few weeks ago. “has already

left”. So have many members — the club’s
membership has fallen alarmingly.

And, as the support base for Johan-
nesburg's clubs shrinks, so their finances
become increasingly {ragile. Mergers may
be inevitable, hence the talk of one, de-
spite the passions this will inflame, be-
tween the Inanda and Rand Clubs.
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Durban - Rainbow Chicken, South
Africa’s largest integrated broiler
producer, is in for the long-haui
challenge to become a low-cost pro-
ducer at world standards in a local
market fluttering with imports,

Yannick Lakhnati, Rainbow’s
chief executive officer, said lagi
week that being a low-cost produc-
er, linked with quality products
and good customer service, was
essential for growth ang to swing
back into the black,

“It is indeed what we are work-
ing towards, Under these congi.
tions we will be able to compete
with imports,” Lakhnati said.

At the outset, however, it was
important to distingnish between
imports representing unfair
competition - which woyld reguire
Participation with the government
by the indusiry as a whole - angd
equitable competition in the open
market,

He said that on their own com.
panies woulgd find it difficult to
cope with imports or to have suffi-
cient structureg in place to ensure
the industry was not plucked away,

Analysts agreed, saying poultry

es imports with

toughest in years, with improved
efficiencies and internal struc-
tures in many producers,

In the past year 43 percent of
broiler imports came from the US,
South Africa and the Southern
African Customs Union represent
only 0,8 percent of world produe-
tion, compared with the US, which
produced more than 26 percent,

So a smali production surplus
in the US that found its way into
the local marke could “easily
derail” the local industry, Lakhnati
said, The peak of import volumes
in 1997 was 104 00 tons, causing es.
timated losses of R88 million in the
local industry

Lakhnati said Rainbow was
treating imports as a “local
competitor”, coping “as best we
can”. A big problem was that the
Playing field was not level, parily
as aresult of rand weakness,

In addition, “unscrupuloug
importers are capitalising in times
like these to avoid custom duties
and tariffs to maximise their re.
turns”, Lakhnati saiqd, But his team
would doggedly continue to scruti-
hise business basies, which would
help improve working capital re-

low costs and high quality

e e —
ts to
ﬁ‘\% L2 Moy

quirements, improve cash flow and
reduce debt.

Rainbow reduced its annu-
alised attributable losg from
R268,4 million to R13,5 million
during the year to March 31. The
turnaround hag thus far been
“intensely emotional and fascinat.
ing”, Lalthnati sajd.

Hewas distancing himseir from
the share price, more concerned
with business fundamentals ang
the performance of staff.

“I do not intend to carve up
Rainbow ang then let it Jogge
again. I am here for the long haul.”

Capital growth and dividends .
would be important, byt were ,

definitely not the focus. “It is gur
responsibility to maximise the re-
turns achievable by the company
and not to concern ourselves about
the share price op its trading cir-
cumstances, as this will follow au-
tomatically; based on what we are
able to achieve.”

Rainbow's objective was to
provide Rembrandt, its controlling
shareholder, “with a return of at
least equal to, but breferably
exceeding, that which would
hormally be expeeted from a com-
pany like Rainbow".




! Durban - Rainbow Chicken. the broil

* would report an interim loss in the six
' months 1o September 30 on blunted

i s, but a sustained turnaround, espe

- RaviN Managa

€r producer in the Rembrandt stable.

consumer demand, high inventory lev-
els and pricing pressures, Yannick
Lakhnati, the chief expeurive officer.
said yesterday

He said Rainhow had pinned jts
hopes on a return to profitability for
the year w{darch 2000 on an improve-
meiit in economic conditions.

Although interest rates had de-
clined in recent months, they re-
mained high in real terms,

This problem, ageravated by the in.
creased level of imports into South
Alrica’s Rabillion pouliry market had
Dlaced considerable short-term pres-
sure on Rainbow's plan to return to
profitabijty, Lakhnati said, The im-
ports arose from the international glut
of chickens, .

Analysts said the situation was
largety in line with their expectations.
Rainbow was delivering on its promis-

o

cially in a tough pouliry market with
increased input costs, could not be
achieved overnight, they said.
Lakhnati said farms and processing
performance results had shown “en-
couraging” progress over the past year,

manegement should engble the co;

and production costs had intproved.
He said Rainbow, which has en-
Joyed limited institutiona) support
despite materially reducing attribut-
able losses, had completed the first part
- of its essentially inward-focused re-
structuring and streamlining process
to establish cost competitiveness and
reduce production costs,

‘ 4No hooting please,

COUNTING CHICKENS The bires 18y be resting, but Roinbow is not flufing around. Restrizcturing ang B
mpany to swing ggs@ﬁ&&eﬁaﬁé.
EEE.ma said the company would

also focus on its redesigned supply
chain and the implementation of a

—_—

Little to crow abo

DURBAN — Ratnbow Chicken nonex-
ecutive chalrman Thys Visser says he
does not expect the broiler producer
to be profitable in the six months to
September with the frst quarter re-
sults “reflecting the outicok for the
half-year”.

Visser sald at the annual general
meeting that although interest rates
declined recently they remained high
in 7eal terms. Consumer demand was
low as adverse economic conditions
persisted and stocks in the industry
were still “higher than required™,

Trading conditions had thus re-
malned depressed and downward
Pressureon prices continued,

The situation was aggravated by
" increased imports arising from inter-
national surpluses. CEQ  Yanmick
Lakhnati said the Industry had lodged
an antidumping petition with the
trade and industry department this
week in a bid tofight imports.

Visser reminded shareholders that
the group, which has floundered In the
red for several years, could only retarn to
profltability In the present vear “if eco-
tiomic conditions Improve”, The interim

Rainbow Chicken
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resuits would be Degatively affected by
prevaillng conditions.

This was despite the farms and pro-
cessing plants delivering “encouraging

ort loss

~ RAINBOW .-

human resources strategy this year: - Rainbow substantially fedised the
Rainbow's performance was not Y&t attribitable togs 1o R13,5 million, com-
up to the desired standard. “A contin- _pared with the previous Toss of
ued emphasis on all focus areas is re- 9684 millin, L g
quired,” Lakhnati said. . Rainbow shares were-1¢ down at 32¢

Tough market conditions had ag-
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Chickens resting

versely affected price realisations
which, inreal terms, wers the Igwest in
the past six years - " - -
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progress” in line with expectatians. }
Production costs were still falling.

“The market conditions ... have
adversely affected reallsations which
In real terms are the lowest in the lagy '
six years. In certaln product Tanges
they are also lower than the cost of
production,” Visser said.

In the annuat report he highlighted
external factors that might Impede
Rainbow’s recovery, Including the de-
pressed economy, high Interest rates,
broiler market volatility and abnor-
mally higher stock levels, '

Responding to shareholder Derek
Reynolds, Visser said major share
holder Rembrandt had “great faith
and confidence” inthe seflior manage-
ment team now heading the Rainbow
recovery. Reynolds sald that even
though Visser was nonexecutive
chatrman shareholders expected him
“to actively participate in getting the
company back on its feet”.

He said his share investment club
had reckoned on Rainbow achievinga
6c per share attributable profit in the

year to March 2000, followed by 12c the
following year and 30c and 60c in the
years ahead. “Shareholders also have
their forward budgets,” he said.

————
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{Oudtshoorn - The ostrich industry,
¢ which has gone from boom to bust and
wmnw this century, is hoping for a major
- _uoomﬁ from ballroom dancing and cele-
i*brations surrounding the millennium.
¢ “There is a tremendous demand for
wing plumes and the long feathers of
ithe ostrich,” said Alex Hooper, a leading
farmer in Qudtshoorn, lying at the
‘heart of a sprawling valley on the edge
#"of the Karoo.
,. © “We are, as ostrich farmers, quite
‘ terrified of the millennium because the
-, celebrations in Rio (de Janeiro) alone

e1]

- 'are being produced in this valley.
- Baliroom danecing, making a steady
. comeback, is also a serious consumer of
.- dyed ostrich wing feathers to decorate
. . the female dancers’ ornate dresses.

<. “Wing plumes are fetching anything
"+ up to R1500 to R2000 a kilo. There are
;about 150 to 200 feathers in a kilo,” Hoop-
er said. A male produces about one-
uarter to a half a kilo of the prized
~wing feathers at each plucking.

Hoopey, whose family arrived in the
valley in the last century and whose
Highgate Ostrich Show Farm was the
first to open to the public in the 1930s, is
a prominent member of the local indus-
try, which is the centre of the world's
ostrich business.

The industry, now worth about
R300 million a year to the valley, has had
a roller-coaster ride since its sudden
fashion-led boom between 1802 and 1913,
%0 Atthe height of the boom there were
i about 750 000 birds in the valley. Bui
" World War 1 and the advent of the open-
+ topped motor car put paid to the wearing

~of hats with fagshionable ostrich plumes.

Om:.:ur indus
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-take about half of the wing plumes that .

By the end of the war the number of

birds had dropped to just 25 000, with
many farmers forced into bankruptey.

A slow recovery since the late 1930s
and the recent surge in demand for low-
fat ostrich meat, curios, leather and
feathers has brought the numbers up to
about 200 000 today.

But a three-year drought in the
valley, last year's meteoric rise in inter-
est rates and the collapse in demand
from the Far Fast because of the
economic crisis there also took its toll,
with yet more farmers going bust.

Hooper. however, remains optimistic
for the future. “T am very positive. There

will always be a demand for ostrich
products,” he said. “I think we can only
see better days in our area.”

The change in the industry in the
past 90 years has been nothing short of
revolutionary. At the outset only the
long wing feathers were used, with the
birds plucked every nine months.

It was not until the late 1930s that
farmers tried to attract tourists, and not
until the 1970s that any attempt was
made to market the meat.

“It was not a very popular dish in the
beginning,” Hooper said. “But today
there is a tremendous demand for
ostrich meat. Any part of the ostrich

r long m_@@w

that vou can eat is sold.’

Osirich leather is also in high
demand from the fashion houses of
Europe and the Far East. “We are proba-
bly tanning in this valley approximately
200 000 to 220 600 skins annually. Eighty
percent of those skins are exported.”
Hooper said each skin was worth about
R1 000 to the farmer.

There is also a thriving trade in
ostrich eggs, which contain the equiva-
lent of 24 hen’s eggs, and egg shells
which are often ornately carved or
painted. The bones are also ground up
and put into pet food.

The industry has even embraced the
computer age, making dust-attracting
feather dusters to clean screens with the
short body feathers that were previously
discarded. “The only part of the ostrich
that is thrown away is the content of the
intestines,” Hooper said.

Tourism also plays a prominent part
in the survival of the Karco ostrich
industry. Some 300 000 people a year
visit the handful of Qudtshoorn osirich
show farms, where they are introduced
to the birds, told-about their behaviour
and invited to stand on their eggs to
democnstrate their strength.

At the end of the tour the visitor is
guided to the curio shop to be tempted
with the delights of some of the vast
range of ostrich products on sale.

But for most, the highlight of the
tour is the ostrich race, with jockeys and
even some infrepid tourists straddling
the birds and trying desperately not to
fall off as they speed round a circuit.

“An ostrich can run at up to 80km an
hour,” said Hooper. “We have had the
odd tourist falling off and landing up in
hospital. But they never forget their
experience.” - Reuters




SA ostrich indus

T 3(3/99

i

JEREMY LOVELL

The South African ostrich industry is
flourishing and sales in ostrich
products are increasing.

E South African ostrich indus-
try, which has gone from boom
to bust and back this century, is

hoping for a major boost from resus-
- gent ballroom dancing and celebra-
tions surrounding the millennium. .
“There is a tremendous demand for
wing plumes and the long feathers of
the ostrich,” said Alex Hooper, a lead-

o ingfarmer in what is known as ostrich
_ town, which lies at the heart of

a sprawling valley on the edge of
the Karoo.

“We are, as ostrich farmers, quite
terrified of the millennium because the
celebrations in Rio (de Janeiro) alone
take about half of the wing plumes that
are being produced in this valley,” he
added.

Ballroom dancing, making a steady
comeback, is also a serious consumer of
dyed ostrich wing feathers to decorate
the ornate dresses.

“Wing plumes are fetching any-

thing between R1 500 and R2 000 per
kilo.

“There about 150 to 200 feathers in
a kilo,” Hooper said, adding that a
male produced about one quarter to
half a kilo of the prized wing feathers at
each plucking.

Hooper, whose family arrived in
the valley in the last century and
whose Highgate Ostrich Show Farm
was the first to open to the public in
the 1930s, is a prominent member of

. the local industry, which is the centre

of the world's ostrich business.
The industry, now worth about
R300 million a year to the valley, has

had a roller-coaster ride since its
sudden fashion-led boom between
1902 and 1913.

At the height of the boom —
brought to an abrupt end by World
Warl and the advent of the open-
topped motor car which put paid to
the wearing of hats with fashionable
ostrich plumes — there were about
750000 ostriches in the valley.

By the end of the war the numbers
had dropped to just 25 000, with many
farmers forced into bankruptcy.

A slow recovery since the late 1930s
and the recent surge in demand for
low-fat ostrich meat, curios, leather
and the feathers has seen numbers rise
to around 200 000 today.

But a three-year drought in the
valley, last year’'s meteoric rise in
interest rates and the collapse in
demand from the Far East because of
the economic crisis there, also took its
toll with yet more farmers going bust.

Hooper, however, remains opti-
mnistic for the future despite the events
of the past.

“1 am very positive. There will
always be a demand for ostrich prod-
ucts,” he said. “I think we can only see
better days on our area.”

The change in the industry in the
past 90 years has been nothing short of
revolutionary.

At the outset, only the long wing
feathers were used, with the birds
being plucked every nine months.

[t was not until the late 1930s that
farmers tried to attract tourists, and
until the 1970s that any attempt was
made to market the meat.

“It was not a very popular dish in
the beginning,” Hooper said. “But
today there is a tremendous demand
for ostrich meat. Any part of the bird
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FINE FEATHERS: Ostrich farmers fear that there will be a greater demand for
ostrich feathers for millennium partries. Here an ostrich shows off its plumage.

that you can eat is sold.”

Ostrich leather, too, is in high
demand from the fashion houses of
Europe and the Far East.

“We are probably tanning in this
valley approximately 200 000 to
220 000 skins annually. Eighty percent
of those skins are exported,” he said,
adding that each skin was worth about
R1 000 to the farmer.

Not only the feathers, meat and
skins are used. There is also a thriving
trade in ostrich eggs — which contain
the equivalent of 24 hen's eggs — and
egg shells which are often-ornately
carved or painted. The bones are also
ground and added to pet food.

The industry has even embraced
the computer age, making dust-attract-
ing feather dusters to clean screens
with the short body feathers that were
previously discarded.

“The only part of the ostrich that is

thrown away is the content of the
intestines,” Hooper satd.
Tourism too plays a prominent part

in the survival of the Karoo ostrich
industry. ,

" Some 300 000 people a year visit
the handful of Oudtshoorn ostrich
shrow farms each year. At the end of the
tour, the visitor is guided to the curio
shop where they are tempted with the
delights in the vast range of ostrich
products on sale.

But for most, the highlight of the
tour is the ostrich race, with jockeys
and even some intrepid tourists
straddling the birds and trying desper-
ately not to fall off as they speed round
a circuit.

“An ostrich can run at up to
80km/h,” said Hooper. “We have had
the odd tourist falling off and landing
up in hospitat. But they never forget
their experience.” — Reuter _
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Local industries ‘suffer damage’ d

GOVERNMENT will launch an anti-
dumping investigation into im-
ports of certain chicken cuts to 5A
and- Southern African Customs
Union countries from the Us.

This followed a petition some
months ago to the Board on Tariffs
and Trade (under Trade and Indus-
try Minister Alec Erwin), by Rain-
bow Farms and the Southern
African Poultry Association, 10
conduct the probe.

They told the board that .the
culs were being dumped on the
markets of Southern African Cus-
toms Union countries, including
SA, and that the local industries
were being damaged as a result.

The board announced in & no-
tice in the Government Gazette on
Friday that it would press ahead

with a full antidumping probe after
deciding that there was “sufficient
evidence and a prima facie case to
justify ... an investigation”.

The US Poultry and Egg Export
Council was not available for com-
ment yesterday.

If the probe finds that the US is

- jndlesd guilty of dumping its chick:

en cuts onto the local markets, stiff
antidumping duties sel by the
world Trade Organisation will
come into effect.

Southern African Poultry Asso-
ciation chairman Zach Coeizee
said during the year to August this
year, 31 000 tons of US poultry leg
quarters landed in SA.

“UsS poultry production is 33
times higher than SA’s. Prices for
leg quarters keep dropping be-

cause Russia cut down on imports

from the US a while ago.

*—£L'

ueto dumping of chicken cuts

“This created a complete over-
supply of leg quarters which the US
is now dumping in SA," he said.

He added that local importers
did not pass price advantages on to
local consumers. “lmporters who
sell at the highest price the market
allows are enriched.

=pn antidumping duty could
stabilise import volumes and se-
cure better employment in the SA
poultry sector,” Coetzee said.

Broiler Association chairman
Mike Kingston said perceptions
that the SA broiler industry’s lack
of global competitiveness was
caused by ineffective operations
had been proved wrong. SA pro-
ducers’ overheads were higher
than the US and’UK due to differ-
ences in coOnsumer, references.

The board’s probe is expected
to last severa! :

oo oinaq
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“'Rainbow has very little to crow about
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"‘"* Nicola Jenve&m_ est rates and the volatility of both  riod under review. These factors

'DURBAN — Rainbow ChicRe
little to crow about in the six
months to September after report-
. ing a R40,7m loss (R7,5m) as rising
stock levels and falling prices took
their toll on bottom line.
. The long-awaited recovery of
the broiler producer took the back-
seat, as the operating profit before
- depreciation crashed to R6m from
R46,7m. Rainbow sustained a
R24,1m operating loss before inter-
est against a R17,.9m profit in the
comparable period last year. Head-
line loss a share climbed to 17¢
+ (4,2¢) after Rainbow restated its
. figures to account for the fiveto-
-, one share consolidation in July.
" Rainbow CEQ Yannick Lakhnati
- said in the annual report yesterday
- that the company had “expressed
concern regarding the depressed
ecaonomy, the continued high inter-

local and international markets”.

Shareholders were informed
that local stocks had risen to a lev-
el beyond that which the market
could absorb, The fact that import-
ed product landed at prices below
the SA production costs, com-
pounded the problems.

“We cautioned (in the annual re-
port) that price réalisations would
remain low until stock levels nor-
malised,” he said.

These sentiments were echoed
by nonexecutive chairman Thys
Visser at the annual general meet-
ing four months ago.

Lakhnati said that while interest
rates have declined, they remained
high in real terms. Consumption
demand has not improved signifi-

cantly and stock levels only nor-

malised during September.,
“Prices have therefore re-
mained low during the whole pe-

havé significantly impacted on in-
dustry profitability and threatened
the survival some of its members,"
Lakhnati said. .

He believed that the group
would have attained “a meaningful
profitability” if the pricing lavels
achieved last year had prevailed,

However, the restructuring and
streamlining process in Rainbow
“continues to make good pro-
gress”. Despite dropping the sell-
fng prices 11%, turnover improved
marginally to R1,1bn from R1,06bn
due to the higher production and
sales volumes and an improved
product mix.

Lakhnati forecast more bal-
anced stock levels. anf] improved
price realisations in the second six
months, but warned that the local
econoriiy has not yet ignificantly
improved and trading is likely to be
difficult.
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low the value of the product

Johannesburg -- The govern-
Bmﬁ had iaunched an inquiry
based on complaints by @Easa.
ers that US poultry meat was
“being | mE_Ema on the local mar-
wﬁ e woma on Tariffs and,
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~ to instigate an anti-dumping in-

<mmﬂmmﬂo? mﬁa ém smwnoém.

this move. -~ .
“T am Eommma Emﬁ our gov-
S.shsa sgems. QEEm to back
- ts. There mwm 58 ooc so%mwm
.H.E_m no:ﬂﬁ.< ﬁ&o mﬂm nmummnmﬁ

Smn.w
‘%‘mc,mmumm mma 1h s

S dtstry “was FIRMesE Hmmw.
than South Africa’s and _5 was

at a loss to mmm_mE why Em al-
leged dumping was taking place
because the local market repre-
sented a tiny outlet for Uus

breeders.

All interested wm&mm were

. mmw& to submit their views on
the e.EéEm allegation. If- the .
: moquBmE was satisfied there |

was dumping, it could impose a

- duty on imports of poultry
..duﬁzmﬁowm Ea a:msm @cﬁ the

1y “the .moquEmE

cmmm o m.ﬁmﬁmw

—%%er@m

; nmoma
H.s %SQEN to, E;Eﬁm thein-"

" noz&s%m that Em.
s o&g mw.mwnaﬂmia havea

)

. After noEmmﬂEm thé domes-

._un US prices against import

prices, the hoard “found that
there was prima facie proof of -
dumping”.

gouth African producers
ciaim thai because of n.:m al-
leged dumping,” E.:_.mm are

being kept artifidially’ jow in

the local market, and the board
has found prima facie of “ma-
terial injury” to aoEmmzo.uE.

Iri“angther Hoy 3 iuamﬁ
mzﬁ.amaﬁbm m.z:mm of Jp to
65,47 percetif ] Rave-Been “hlaced
*on imports of mymnﬁ.wn "cables

from India.
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Louise Cook

OUDTSHOORN-based Kiei;
roo Co-operative, the world
largest supplier of ostrich?
ucts, has pushed up its tuny
by 7,2% to R408,1m for {
ended in June thlS year

The co-operatives’ seed,se
tion experienced its moskisH
cessful year to date. Since July;
when the new financial-y

started, the co-bperative pald its -
farmer membérs R58m in the -
form of bonuses, pool clogings, -

membership levies and interest.

Last week the co—operatlve'
announced payment of a further

R36m to members. -

*The higher turnover is maln—'
ly as a result of a recovery'in thé N
international market for OStnch

Ca

——

products,
“man Piet Kleyn said.

- still expenencing unstab

“Klein Karo'

- “Another factor is the co-op-

eratlves continuing efforts to

generate income from intustries

" outside the ostrich busihess, in-

cluding vegetable seed,” he said.
The world market iér ostrich
leather, =-—+Klein Karot? * main
source of incoine — is; Ty wever,
levels

of supply and demand.
Despite this, the matketing of
leather contributed R226,9m to
the co-operative’s total tirnover
in the year to end-June, com-
pared with R169,7m last yéar.
Although the free fall in
leather prices which charac-
terised the industry during the
past few years seemed to have
been checked, the co-opera-

oaLTP\Y

tive's turnover was still con-
strained by various factors. One
factor wasrg:‘duced prices for os-
trich skins, despite record sales.

Although reduced slaughter-
ings saw Klein Karoo's ostrich
meat sales décline by 25% to
R69,7minthe past financial year,
the income per. bird went up.

Fewer birds were slaugh-
tered in a bld to normalise os-
trich leather supply levels.

There was:a hefty improve-
ment in seed sectlon turnover,
toR27,1m up { {6 end-hine, on the
back of better marketing.

“One of “the biggest chal-
lenges Klein-Karoo faces in the
year ahead is to expand its client
base to make it less dependent
on the fickle fashion wortd and
eastern markets,” Kleyn said.
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