
Small footprint. Big impact.

Presentation on proposed 
VAT free ‘Primary Chicken’

Delivered to the Parliamentary Committee on Finance 

13 September 2018



Small footprint. Big impact.

10 reasons why chicken should be zero-rated 
in South Africa:

Could result in positive local industry 
growth – more than 11 000 jobs of which 
80% could be semi-skilled and unskilled

The relative impact of VAT on chicken 
is 20 times more for lower income 
groups compared to higher income 
groups

Chicken is the most popular
meat protein. Per capita 
consumption of chicken 
doubled since 2009

Food and non-alcoholic 
beverages is the largest expenditure 
category for lower income households

The zero-rating of well-targeted food 
items is an effective tool to reduce the regressive 
impact of VAT  

Chicken is the most environmentally 
sustainable way to produce quality animal 
protein

Chicken is the no.1 food 
expenditure item for the lowest 
income group, ahead of mealie 
meal (maize flour)

Chicken is the highest protein 
meat source per rand spent

The South African consumer is 
under pressure due to increased 
VAT rate and higher petrol prices

Lower income households buy more zero-rated 
food items than higher income households

Why should 
chicken be 
zero-rated?
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Top 10 food items that lower income households 
spent most money on (as % of total food expenditure)

Sources: Quantec - Stats SA data LCS 2014/15

5 Beef 4%

6 Aerated cold drinks 4%1 Chicken 13%

Aerated cold drinks

2 Mealie meal/maize flour 10% 0%

0% = Currently zero-rated

9 White sugar 3%

3 Brown bread 7% 0%

4 Rice 5% 0%

7 Edible oils 3% 0%

10 Potatoes 3% 0%

8 White bread 3% R

R = Recommended by VAT panel
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Lower income households spent more on chicken 
than other meat and fish protein sources

• % expenditure per protein source per income group

Sources: Quantec - Stats SA data LCS 2014/15, PwC calculations, Zanusi Brand solutions and Ground control: Brining and the Consumer
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The amount spent on poultry by the lower income groups is approximately 3 
times more than on beef 
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Meat and fish expenditure patterns

Chicken* Canned Pilchards Beef and veal Pork Lamb
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Lamb

Beef

Eggs

Canned pilchards

Pork

Chicken

Protein and fat per rand spent

Protein (g) Total fat (g)

“Chicken is the most preferred protein source, 
eaten at least 4 times a week.”2
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Definition of ‘Primary Chicken’
The proposed definition of chicken for the purposes of the zero-rating 
provision is as follows:

‘Primary Chicken’ relates to the most basic products of a dressed carcass as 
a result of the slaughter and evisceration process.  A dressed carcass is a 
slaughtered chicken whose feathers, internal organs and feet are removed. 
This definition includes chicken, not cooked or treated in any manner except 
for the purposes of preserving its natural state, including brining and/or 
freezing such chicken, as a whole chicken or cut up in mixed portions (cuts), 
which on average is reconcilable to the whole bird. 

‘Primary Chicken’ specifically includes whole birds (fresh and frozen); IQF 
mixed portions (specifically excluding single IQF wings, drums, thighs, 
breasts and leg quarters) and fresh mixed portion trays (specifically 
excluding single fresh wings, drums, thighs, breasts and leg quarters).  

‘Primary Chicken’ specifically excludes any chicken subject to further 
processes aimed at deboning or de-skinning the chicken using whichever 
operation or method or any alteration or enhancement to the flavour or 
colour of the chicken (including inter alia spiced, marinated, smoked or 
crumbed) whether the aimed process or enhancement actually resulted in 
the complete deboning, de-skinning or enhancement of the flavour of the 
chicken or not. 
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The purpose of the definition:

• Include a whole chicken or parts (cuts) thereof: include cuts of a whole 
chicken to ensure that households who cannot afford a whole chicken, 
are not excluded from the VAT zero-rate.

• Single cuts (i.e. packets containing only one type of chicken cut, 
specifically wings, drums, thighs, breasts and leg quarters) are excluded
from this definition as they are usually sold at a premium price and 
purchased by higher income households.

• Frozen chicken is included as the poor currently purchase mostly IQF 
mixed chicken pieces. The frozen format permits chicken to be 
transported over long distances (consumers living in rural areas). 

• Fresh chicken is included as lower income consumers in urban areas
often purchase fresh chicken to prepare a meal that same day rather 
than having to wait for frozen chicken to defrost.   

• Local markets versus imported products: This definition of the product 
could potentially protect the local markets. 
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Estimated loss to the fiscus and the regulation of 
prices

Estimation 
method

% of all Chicken VAT loss estimate 
based on VAT 
report baseline 
figures

VAT loss estimate 
based on industry 
data (local 
producers)

All IQF chicken 57% - 58% R2.1 bn R2.7 billion

All Primary 
Chicken

33% - 40% R1.2 bn – R1.5 bn R1.5 bn – R1.9 bn

Primary chicken 
minus QSRs

20% - 27% R0.7 bn – R1.0 bn R1.0 bn – R1.3 bn

After further discussions with industry leaders, we 
estimate that the total VAT loss to the fiscus if ‘Primary 
Chicken’ is zero-rated will range between R1.3bn and 
R1.9 bn. This is 6% - 8% of the estimated additional 
revenue collected by the increased VAT rate in 
2018/19.

Regulation and Monitoring of Prices:

• Low-income South African households are highly price sensitive and will “vote with 
their feet” as far as possible. 

• Chicken is advertised on the front page of many grocery retailers’ weekly special 
offerings booklets. This makes price differences highly visible to consumers and 
open for scrutiny. 

• The zero rating of chicken products is expected to receive significant media 
coverage. This will raise awareness of the change and make consumers aware of 
what they should expect from retailers from a price perspective. 

• In light of the VAT increase, several of the country’s largest retailers commenced 
with the identification in-store of zero-rated products in order to empower 
consumers about these items. It is expected that this will also be implemented for 
relevant chicken products.

• Organisations like StatsSA already monitor the retail prices of some chicken products 
proposed for a zero-rating, and can be requested to monitor these and other price 
changes with minimal effort in the interest of all South African consumers. As of July 
2018, StatsSA release disaggregated price data for chicken products.
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VAT Free Chicken - Formal Undertaking by Chicken 
Industry (SAPA)
• South African poultry producers, as represented by the South African Poultry Association and the Broiler Association, support the principle 

contained in the Woolard panel report (paragraph 4.2) that the benefits of zero-rating should not be absorbed by producers or retailers.

• We also note the panel’s recommendation (paragraph 4.2.6) that the government should establish mechanisms to ensure that retailers 
pass the full value of the VAT relief through to consumers and commit to cooperate fully with such mechanisms. 

• The South African Poultry Association vision is to create a viable and sustainable industry contributing to economic growth and 
development, employment and food security, based on successful producers adhering to environmental and ethical production norms and 
generating sustainable profits.

• In this regard: South African poultry producers, as represented by the South African Poultry Association and the Broiler Association, are 
committed to ensuring that any VAT savings as a result of the zero-rating of primary chicken are achieved in the supply and passed on to our 
customers.

• South African poultry producers firmly believe that the South African poultry industry is well developed and competitive, with sufficient 
checks and balances at retail level to ensure full transparency and self-regulation through the force of competition.

• South African poultry producers see the ultimate gain for the country, the consumer and for the local chicken industry. The zero-rating of 
chicken would add to food security and alleviate some malnutrition in South Africa as chicken would be the only meat product on the zero-
rated list. An increase in demand-side growth in chicken production volume would have an array of downstream benefits for the local 
chicken industry such as increased job creation, especially in impoverished rural areas.
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Questions?

Contact us:

Mr. Charles De Wet
PwC
Partner: Indirect Tax
charles.de.wet@pwc.com
T: +27 (21) 529 2377

Mr. Chris Schutte
Astral Foods
Chief Executive Officer
ces@astralfoods.com
T: +27 (12) 667 5468

Dr. Ziyanda Majokweni
Broiler Organisation
Acting General Manager 
ziyanda@sapoultry.co.za
T: +27 (12) 529 8281


