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CHAPTER ONE
1. INTRODUCTION
In accordance with Section 54(3) and (4) of the Basic Conditions of Employment, Act 75 of 1997 (BCEA), the Employment Conditions Commission (ECC) is delighted to present you with a report on the investigation into the review of minimum wages and conditions of employment for the forestry sector.
1.1 BACKGROUND TO THIS INVESTIGATION
The current forestry sectoral determination was published in Government Gazette No. 28598 on 17th March 2006.  The provisions in respect of conditions of employment and minimum wages became applicable on the 1st April 2006. The wages in this sector were set for a period of three years, and the annual increments were based on CPIX plus 2% for the second and the third year.  The minimum wage was therefore increased in the second year from R836.00 to R 897.03 or R 4.59 per hour whilst the it increase in the third year from R897.03 to R 993.90 or R 5.08 per hour. This therefore means that there must be a new dispensation for wages by 1st April 2009 since the current wages expire on the 31st March 2009.  

1.2 TERMS OF REFERENCE
The Department published a notice in the Government Gazette No 30828 of 07 March 2008 under Government Notice No 259. The notice called upon interested parties to send written representations to the Department within 30 days of publication of such notice. The terms of reference for the investigation into the forestry sector were set out as follows:

“to review wages and conditions of employment in the Forestry Sector ”

1.3 METHODOLOGY
A four-phased project framework was developed for this investigation, as follows:
1.3.1 PHASE ONE – INFORMATION GATHERING

The purpose of the first phase was to address the administrative aspects of the investigation and identify areas of focus. The administrative aspects dealt with in this phase included, in particular,

· the publication of a notice in the government gazette as required by section 52(3) of the BCEA, 

· the processes to ensure that the appropriate legislation was complied with in respect of reviewing the sectoral determinations, and 
· establishing a working group for the sector. 
As part of the information gathering process, the Department invited public comments through a notice published in the Government Gazette No 30828 of 7th March 2008. Interested parties had 30 days to submit written representations to the ECC. Only one written submission was received from Forestry South Africa (FSA).
1.3.2 PHASE TWO – CONSULTATIONS WITH STAKEHOLDERS

On 25 April 2008 the Department held preliminary consultations with Forestry South Africa (FSA) which was followed by a meeting held on the 25 May 2008 that both FSA and Food and Allied Workers Union (FAWU) attended. The meeting was convened with the following objectives in mind:

· To build up working relationship with both organizations;
· To come up with a plan to mobilize both employers and employees;

· Development of a  consultation document; and

· Identification of Areas to be visited during public hearings.
During the meetings it was decided that public hearing should be separated, with separate sessions held for employers and employees.  Public hearings were held in the four provinces where most of the forestry activities are concentrated namely: Kwa-Zulu Natal, Mpumalanga, Limpopo, and Eastern Cape. A total of fourteen public hearing sessions, were conducted between 11 July 2008 and 10 October 2008.  The table below shows the public hearing schedule and attendance figures:
Table 1: Schedule of Public Hearings: Dates, Venues & Attendance

	Province
	Dates
	Venue 
	Employers
	Employees

	Eastern  Cape
	Umtata

	
	08/08/08 Employers
	Elangeni

	0
	

	
	10/08/08 Employees
	
	
	26

	Mpumalanga
	Sabie

	
	11/07/08 Employers
	Thabachoeu Municipality


	16
	

	
	13/07/08 Employees
	
	
	19

	
	Piet Retief

	
	12/09/08 Employers
	Mkhondo Municipality Hall

	21
	

	
	13/09/08 Employees
	
	
	16

	Kwa-Zulu Natal
	Empangeni

	
	18/07/08 Employers
	Aquadene Hall


	16
	

	
	20/07/08 Employees
	
	
	0

	
	Pietermaritzburg

	
	18/07/08 Employers
	Labour Centre

	15
	

	
	20/07/08 Employees
	
	
	5

	Limpopo


	Louis Tritchard

	
	05/09/08 Employers
	Louis Tritchard Show Ground Hall

	1
	

	
	07/09/08 Employees
	
	
	0

	
	Tzaneen

	
	09/10/08 Employers 
	Triangle Village

	8
	

	
	10/10/08 Employees
	
	
	60

	Total Attendance
	77
	126


In addition to this process the Department conducted a forestry plantation visit in Tzaneen area wherein the attendance was about sixty (60) employees in the Triangle village farm.

1.3.3 PHASE THREE – ECC PROCESS

During this phase the Department presented its proposals to the ECC for its consideration. 
1.3.4
PHASE FOUR- PUBLICATION OF THE SECTORAL DETERMINATION AMENDMENT
This phase will see the publication of an amendment to sectoral determination, once approved, in the Government Gazette and subsequent awareness raising. 

1.4 STRUCTURE OF THE REPORT

The report consists of 4 chapters; Chapter 2 of this report outlines the sector profile and current status of the South African forestry sector. Chapter 3 is the discussion on wages and annual wage increases, and this is followed by Chapter 4 containing the ECC evaluation criteria.
CHAPTER TWO
2. DESCRIPTION OF THE SECTOR

2.1 INTRODUCTION
The sectoral determination applies to the employment of forestry workers in all forestry activities in the Republic of South Africa. The forestry sector refers to forestry operations related to planting, growing, tending and harvesting of trees. Without limiting its meaning, ‘forestry activities’ includes: commercial timber growers; emergent timber growers; contractors where the majority of time is spent in relation to forestry contracting activities; all transportation within the sector not covered by the Road Freight Bargaining Council; a domestic worker employed in a home on a plantation where forestry activities take place; a security guard employed to guard a plantation or other premises where forestry activities are conducted, who is not employed in the private security sector.

 The determination excludes the following: mixed farming employers where the majority of the time is spent in relation to farming activities; community forestry employers and employees; employers where the majority of the time is spent in relation to conservation forestry activities; any person employed or engaged in forestry activities covered by another sectoral determination or by a bargaining council agreement in terms of the Labour Relations Act, 1995 and includes but is not limited to transportation covered by the Road Freight Bargaining Council; the forest products sector, which includes all primary and secondary timber processing activities including the pulp and paper sector and whose operations are currently covered by bargaining council agreements.
2.2 OVERVIEW OF THE SOUTH AFRICAN FORESTRY SECTOR  
In South Africa the forestry sector is classified into three broad groupings: commercial, community and conservation forestry. Commercial forestry, in turn, can be broken into two different but interrelated sectors, viz. the forestry sector (plantation forestry, tree farmers) and the forestry production sector, which utilizes timber to produce various products such as pulp, paper and charcoal. Community forestry relates to the development of local communities through the use of forestry. Outgrower schemes have a community forestry component, since communities derive benefits from such schemes. However, outgrowing has strong links with commercial forestry as described above, because the schemes are most often commercial ventures between private forestry companies and individuals or communities. Conservation forestry refers to the maintenance and protection of natural forests and woodlands in South Africa on a sustainable level. 

This report is concerned with commercial forestry because of the existence of employer and employee relationship as opposed to the community and conservation forestry. The investigation does not focus on community forestry and conservation forestry firstly because community based forestry generally has a social development focus and secondly because conservation forestry generally is the domain of government orientated projects which are covered in terms of public service bargaining council.
2.2.1 COMMERCIAL PLANTATIONS 
Commercial plantation forestry in South Africa encompasses the large planted forests (established to supply raw materials to satisfy mining, construction, and industrial markets) which supply the pulp-mills, sawmills and factories which process the raw materials.  South Africa’s demand for wood is met predominantly from commercial forest plantations, and not from natural sources or through imports.

Of the 122.1 million hectares of land in the Republic of South Africa, only 1.0% of the area was under commercial plantations in 2007. Of all reported commercial plantations 83% (1 051 223 ha) is under private sector ownership whilst the other 17% (214 971 ha) is under public ownership. The extent of public ownership is decreasing significantly as the partially completed SAFCOL privatisation process is being finalised.

13.1% (165 705 ha) of the plantation area is owned by 609 individuals, partnerships or family trusts, with an average area of less than 500 hectares each. The individual grouping includes several thousand hectares of plantations owned by many small growers under timber outgrower schemes operated by various corporate plantation owners.

2.2.2 MARKET PLAYERS
In South Africa, 70% of the plantation area falls under the private sector. Sappi and Mondi are the two biggest private sector role players in the South African forestry sector and have large international interests, but there are also approximately 1 800 smaller private commercial timber farmers in the country, who account for the medium-sized players in the forestry sector. In addition to the commercial timber farmers, there are about 19 000 micro growers (i.e. emergent growers) that collectively own 1% of land under forestry plantations. Just over 12 000 of these growers fall under outgrower or other small-scale grower schemes under Sappi, Mondi and the South African Wattle Growers’ Union (SAWGU).

Figure 1: Distribution of plantation ownership by area
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Source: Department of Water Affairs and Forestry (DWAF), 2005
Figure 1 indicates percentage ownership by size. 53% of all plantations are in the hands of large growers, whilst 26% shows the distribution of plantations in terms of total area. Plantation owners can be grouped into three categories: small (or emerging) medium and large growers. As can be seen in figure 2, 80% of the total plantations in South Africa are located in Kwazulu-Natal and Mpumalanga whereas 20% of the total plantations are located in the Limpopo, Western and Eastern Cape. Though plantations have a legacy of state ownership, only an estimated 26% of total plantation area is currently under government control, with privatization of this area pending
.
Figure 2: Distribution of Plantations per province
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2.2.2.1 Large Growers
Ownership of the large grower category is still highly concentrated with the two biggest players owning 40.6% (22.3% Mondi, 18.3% Sappi) of the total plantation area in 2003
. Global Forest Products owns a further 5% of plantations and other corporate growers about 3%. Two black economic empowerment consortiums Single Forest Production and the Siyaqhubeka Consortium
 recently signed lease agreements for respectively 3.2% and 1.2% of the total planted are with Safcol
. The large growers thus accounted for approximately 53.1% of all plantations in 2003, with further 26.2% still publicly owned, but expected to be privatized in the near future (PMSA, 2004a).

2.2.2.2 The Medium and Small Growers

The medium growers, namely private timber growers/farmers, owned 17.6% of all plantations in 2003, with small growers owning the remaining 3.2%. There are approximately 31,500 (DWAF, 2005) small growers, of which about 24,000 belong to Sappi and Mondi’s outgrower schemes, as well as smaller schemes by SA Wattle Growers; Union – project Phezukomkhono (SAWGU) and  Natal Co-operative Timber Company Limited (NCT).

The large and medium growers are well-organized in sector bodies such as PAMSA and Forestry South Africa (FSA). The interests of about 1500 medium growers are represented by NCT. NCT presents about 2500 growers, including all registered small growers. 

2.2.3 FORESTATION ISSUES
From the latest Forestry Sector statistical census undertaken by DWAF (June 2006) it is noted that for the 2005/2006 year new forestation totalled only 2,635 hectares. After deducting areas that were taken out of timber production for various reasons (delineation, privatisation, conversions etc.), the net increase in planted area only amounted to 1,677 hectares, a paltry figure when taken against a figure of 700,000 hectares of additional plantings estimated to be needed over the next 30 years to meet the anticipated long-term demand, or against the Forest Sector Charter target figure of 10,000 hectares per annum of net new plantings over 10 years. 

The Department realized that losses experienced due to pest and diseases and fires also need to be factored into the equation. In short, without a massive drive to significantly upscale the current planting rate, the sector will face huge problems and will in all probability become a large net importer of timber and timber products. 
2.2.4 PRIMARY PROCESS STATISTICS 2005/6
Figure 3: Export Comparisons 1996, 2001 & 2006
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Source: Forestry South Africa Statistics 2005/6
From the export comparison figure 3, it is clear that forestry exports have steadily increased from 4.6% in 1996 to 9.9% in 2006.  Fruit exports have also increased from 2.1% to 7.9% over the corresponding period.  
2.2.5 IMPORTS AND EXPORTS STATISTICS 2006/7
Figure 4: Imports & Exports 2004 – 2007
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Source: FSA statistic report
Figure 4 indicates that there has been a steady increase of exports from R9.02b in 2004 to R12.19b in 2007.  Imports mainly from capital needs and primary input factors have also shown an increase from 2004 at R5.12b to R9.75b in 2007.  The growth in the sector is gradually increasing every year which indicates a positive future ahead and also implies that the timber producing sector is a net generator of foreign exchange to the value of almost R2bn.
The total value of reported sales of timber based products in 2006/2007 amounted to R18 465 million, an increase of 17.8% on the value of R15 679 million, reported for the 2005/2006 period. Wood-pulp and paper products continue to dominate the industry accounting for R9 831 million (2005/2006: R7 352 million) or 53.2% (2005/2006: 46.9%).

2.2.6 CHALLENGES FOR NEW FORESTATION
It is commonly accepted that, although plantation forestry has grown rapidly in South Africa in the past, land availability for further forestation is limited. Though the sector might argue that this is due to the Stream Flow Reduction Allocation (SFRA) water use licensing requirements placed on them, the fact remains that, even without such licensing requirements, economically viable plantation expansions would ultimately be constrained by South Africa’s water-scarcity. Only 16% of South Africa’s surface is climatically suitable for plantation forestry (Van der Zel, 1989:14)
. Of this possible area, large parts are, topographically speaking, not viable for plantation purposes, due to the steep gradient and the associated high costs of planting and harvesting. 
The only provinces identified for further new forestation are Kwazulu-Natal and the Eastern Cape. Current estimates suggest that approximately 60,000 ha is available for forestation in the Eastern Cape and the conservative estimate of  total land available for new forestation in KZN is 40,000 ha.
. It can thus conservatively be estimated that 100,000 ha is still available countrywide for new forestation, but utilising this land will require some effort as, 
(i) most of it falls within communal areas and,
(ii) new forestation is subject to time consuming licensing procedures. 
The fact that land has been “identified” for new forestation does not mean that the infrastructure or beneficiation exists to support the forestation in these areas, but simply that, in terms of water availability, soil quality and environmental concerns, these areas would be suitable for plantation forestry.

Forest Fire

According to the FSA Annual Report that 2006 was a relatively “fire free” year, whilst correct, has turned out to be a somewhat premature statement related to what happened during 2007. By a long margin, 2007 was the worst fire season ever experienced by the Forestry Sector in over 100 years – in short a disaster which will take the sector decades to recover from. An analysis undertaken by FSA, but only including fire damage up to mid-August revealed the following: 64,000 ha or 50% of the entire forestry estate was burnt (this excludes 20,000 ha burnt in Swaziland). Mpumalanga Province was the most severely affected where almost 48,000 ha or 10% of the total Provincial forestry estate was burnt, KwaZulu Natal on the other hand had 14,000 ha burnt or 3.0% of its forestry estate. Of the total area burnt, 30,500 ha or 48% was pine saw-log plantations, which in the case of Mpumalanga represented nearly 13% of its pine saw-log area. Overall, 28% of the country’s sawlog production was affected. 
Based on a recovery, or salvage, figure of 66% (i.e. total write-off of 34%), these fires resulted in a loss of timber amounting to 1.6 million m³ of saw-logs and 1.7 million tons of pulpwood, valued at R1.2 billion (23% of the Forestry Sector’s total annual turnover). Translated into the impact on loss of potential output from the Forest Products Sector, this amounted to a staggering R3.7 billion.

In parallel with this, FSA is also interacting with the Government through DWAF, DPLG and the Disaster Management Centre to look at possible interventions that can assist the sector. In this regard FSA has asked for moratoriums to be placed on the charging of water and property rates on areas taken out of production as a result of the fires and for certain amendments to be made to the National Veld and Forest Fire Act so as to make Fire Protection Associations more functional and effective. At the time of writing this Report none of these had been finalised.
2.2.6 CURRENT EMPLOYMENT TRENDS
Plantation forestry companies have, over the past two decades, contracted out the bulk of their low skilled labour requirements. This was done mainly to reduce costs, but also to reduce their exposure to a large unionised labour force. By contracting labour and operational issues out to independent parties, companies feel that they can focus on their core business activities. It is estimated that independent plantation forestry contractors have a workforce of up to 35,000 and that they have a combined annual turnover of R600m
. Three categories of contractors can be identified:

1) Commercial (more than 50 employees)

2) Emerging (between 10 and 50 permanent employees)

3) Small contractors (less than 10 employees)

Commercial and emerging contractors generally service the formal plantations, while small contractors provide siviculture and harvesting services to small growers. Due to the informal nature of small contractors, only the first two categories are currently represented by the South African Forestry Contractors Association (SAFCA), which has 253 members. SAFCA estimates the number of workers to have dropped to 30,000, largely due to mechanisation. In addition, SAFCA (2004) estimates that contract labourers earn an average of R40 per day. SAFCA aims to share information, train members in financial and business management and assist with budgeting/tendering for contracts. Fire protection and access to fire-specific liability cover is also included in monthly membership fees of R510. The protection afforded by such insurance contracts has resulted in a preference for SAFCA members in the awarding of contracts.

Some of the lower skill operations are also contracted out, making contracting services an important input. Thus the unskilled component of Table 3 is probably under-estimated. As companies count contracting as a service rather than as a labour cost and contractors can offer their services to other pulp mills or even other industries (e.g. cleaning staff), it is not possible, on the basis of pulp company

records, to ascertain an accurate figure of how many people are employed in the contractor-part of the sector. In addition, very little information is available on the contracting companies themselves. It can however be assumed that contracting represents a large chunk of low-skilled employees.

The nature of contracts may impact on efficiency and productivity. Contractors ascribe the poor labour conditions to the nature of the contracts with forestry companies, which are claimed to be rigid, non-negotiable, and too short to allow for capital building and provide few opportunities for sustainability. With contractor margins under pressure, the only expenditure that can be reduced is the labour component. It is also claimed that contracting has led to the “de-professionalisation” of forestry and that many former foresters currently engaged as contractors intend to leave the sector due to difficult conditions and relations with forestry companies. In addition, the low margins on contracts have resulted in a gradual deterioration of capital, with contractors unable to maintain or replace older equipment, and a general informalisation of the contracting sector (particularly labour conditions). This, in turn, directly impacts on the levels of efficiency and productivity. Both of these trends should be of concern to forestry companies as it will be very difficult and costly to reverse at a later stage. On the informal side, contractors serving the small grower section of the sector also operate in highly competitive markets without access to finance and training
 which leaves little room for development or appropriate labour conditions.

CHAPTER THREE
The focus for the investigation, in line with the terms of reference, was to review minimum wages, and conditions of employment in the forestry sector. 

This chapter deals with proposals around wage increases, task based work; and other related conditions.

3. DISCUSSION AND PROPOSALS

3.1. WAGES

The existing wages in this sector were set for a period of three years, of which the wage increments where based on CPIX plus 2% for the second and the third year. The current minimum wage mechanism will expire on the 31 March 2009 and therefore a new wage dispensation should be in place by 1st April 2009.

3.1.1 Views of the Employees
In all provinces where employees attended the public hearings, they proposed that the new minimum wage be pegged at R1500.00 per month. Employees argued that the proposed R1500.00 will contribute in meeting their basic needs. According to the employees this will address many of the economic factors they are already faced with, among the others:

a) Increased cost of living, 

b) Increased petrol price which lead to transport price increases; and

c) Escalating food prices.

They further argued that the forestry sector is labour intensive and therefore the current wage is inadequate in relation to the work and conditions under which they are working. In addition, employees indicated that they are vulnerable since corporations like Sappi and Mondi have outsourced their functions to contractors which employs them. The proposal of R1500.00 was supported by FAWU which organizes employees in the forestry sector. Employees furthermore indicated that the nature of the sector requires that they should have decent rations to take to work and therefore they cannot feed their families and also ensure that have adequate daily rations to take to work.
3.1.2 Views of the Employees Representative: Working Group

The employee representative union, FAWU, believe the reasoning behind the increase by their counterparts do not specifically address the question about the inclusion of an extra 2 percent in the proposed increase. They further indicated that they still believe that CPIX plus 2 percent is a sustainable wage increase in the sector.

3.1.3 Views of the Employers
During the public hearings, employers argued that there are many factors that need to be taken into consideration when setting minimum wages. They indicated that the following should be considered: 

· They (contractors) do not get enough money from the corporate growers. They indicated that corporate growers determine the price, and they become price-takers as they do not have control over the price.
· They furthermore indicated that the rates paid by the corporate growers differ from one plantation to another.                              

They suggested that the Department must engage with the corporate growers and persuade them to pay contractors properly for them to be able to pay their workers. Contractors argue that whilst they are being paid per ton delivered, this payment has no correlation with the task-based system and p[payment thereof that is being used throughout the sector.  They also cautioned the Department that wages should not be increased substantially because if labour becomes more expensive, they could consider the options of mechanizing which will be cheaper for them and this in turn would result in retrenchments. On the other hand, employers also raised concerns that there is high labour turnover within the sector due to the intensiveness of forestry work.
Employers therefore proposed that the minimum wage should be pegged at between R50.00 per day (R1083.33 per month) or R6.26 per hour (R1221 per month). 
Forestry South Africa, in their submission, indicated that although the suggestion was made that minimum wages be determined according to ability to pay (e.g. by basing it on turnover/pulp price .etc.), members agreed that having one minimum wage covering the entire sector, as was the case currently, was the best way to go. They felt strongly that a differential between the farm worker and forestry minimum wages needed to be retained so that task based work could be catered for and they believe that the forestry sector needs a separate determination from that of the farm worker sector.

In Piet Retief, however, proposed that the farm worker and forestry worker sectoral determinations should be aligned.  They motivated their point by saying that forestry employers recruit new workers from the same pool of rural workers that the farm worker sector does. Should the forestry minimum wage be different to the farm worker one, labour unrest could result in cases where an employer employs workers falling under both the Determinations. 

3.1.4 Views of the Employers Representative: Working Group
Members of the FSA were anxious about the rationale for using CPIX+2% as a basis to increase the minimum wage and felt that the extra 2% is no longer applicable. They indicated that 2% over and above CPIX, as they understood it, was introduced and maintained to address historically low wages compared to those in the farm worker sector and in the face of very low CPIX rates. 
The employer representatives indicated that there is now parity between the forestry and farm worker determinations, when one accounts for the task based nature of forestry employment and CPIX is no longer at very low levels. They therefore argued that these two factors no longer support an additional 2% increase beyond CPIX. They proposed that the department should consider using the difference between food price inflation and CPIX for the wage increase, as they believe that this is a sound justification for adjusting wages. Therefore, the proposal made was that the annual increase should be directly adjusted by CPIX and further adjusted to provide for food price inflation, when this exceeds CPIX. 

Employer representatives believe that once the new CPI basket is finalised, future calculations of CPIX will better reflect inflation in rural areas too and that it will therefore provide a better basis for adjustments.
3.1.5 Recommendation of the Department
With respect to wage increases for the forestry sector, the department would like to point out that the growth in forestry products can be ascribed to the strong demand for paper and paper products on local and international markets. Furthermore, the shorter required rotation provides growers with the incentive of a more regular cash flow. 
The Department is also aware that there are number of potential barriers that exist to entry into (or expansion of) the plantation forestry market. Beyond the natural limits to forestation and cash flow issues, the major barriers seem to be of a regulatory nature which can be outlined as follows:

·  Natural limits on land suitable to plantation forestry,

·  Water and environmental regulation,

·  Communal nature of potential plantation forestry land,
·  Uncertainty over land rights,
· Lack of finance for independent plantation owners, and
· Pricing mechanism.
Employers furthermore indicated that if wages are pegged very high it could result into mechanising which will result in job losses. The department is, however, mindful of the relationship which exists between employers who are contractors and the fact that employees employed by corporate enterprises in the sector handle the issue of wages. It is mindful, also, of the different situation of employees employed by big employers and those who are employed by contractors, in that on the contractor employees side there is huge wage gap and it obviously brings uncertainty in the sector. 
The Department therefore proposes that for the first year, the minimum wage for the forestry sector should be pegged at R1138.71 per month which constitutes an increase of 15%. This translates to the hourly rate of R5.84. 

3.1.6 ECC Recommendations
The majority of ECC supports the Departmental proposal that the new minimum wage pegged at R1138.71 which constitute an increase of 15 percent. On the other hand the business representative proposed that an increase should be based on the January 2009 CPI which is (8.1%) plus 1 percent translating to an increase of 9.1 percent which will then be the total of R1080.22 per month. The difference between the proposals is R58.49.
3.2 ANNUAL WAGES INCREASES
The sectoral determination for forestry would be set for a period of two or three years, as is the case for other determinations. It is therefore necessary to provide for annual increases.

3.2.1. Views of the Employees
The majority of the employees during the public hearing indicated that they will be delighted if the Department would increase with CPIX (Consumer Price Index excluding interest on mortgage bonds) plus 2%. The reasoning behind the CPIX plus 2% is because of dynamics that the employees are facing. Among those dynamics are issues like inflation rate that affect prices and also the worldwide economic slump that could lead to a recession which could lead to unemployment. They emphasised that by adding 2% on top of CPIX it will assist them to at least be in a better situation. 
3.2.2 Views of the Employees Representative: Working Group

There was no direct response from the employee representative’s side but they emphasised the point that they concur with the department’s view of using the CPIX plus 2 percent. 

3.2.3 Views of the Employers
The employers proposed that CPIX should be utilized for future increments. They indicated that should the CPIX be less than 6%, then the CPIX should be supplemented by an extra 2 percent. Most contractors were adamant to raise this issue. They accepted that although they proposed a wage increase of R6.26 per hour, the wage would not meet the expectations of the forestry worker. They proposed that wages for a farm worker should not be higher than the wages in the forestry sector. Some of the employers suggested CPIX plus 2% which contradicts the initial proposal. A small number of employers believe that an annual increase should not be specified in the proposed sectoral determination, but that this issue should be reviewed annually. Contractors supported the view that the annual wage increase be linked to the CPIX index. Employers in Piet Retief acknowledge the low level of wages earned by forestry workers as compared to the farm workers and indicated that they would prefer an increase based on CPIX only.
3.2.4 Views of the Employers Representative: Working Group
Members of the FSA indicated that the 2% premium above CPIX should not be considered as there is no longer reason for it. They were in favour of using the difference between food price inflation and CPIX to calculate the wage increase for year 2 and 3.
Furthermore the proposal from the Department to use CPI instead of CPIX was not supported. They argued that to include the impact of interest rates from mortgages is not reasonable, considering that most forestry employees do not have mortgages and therefore are not affected by this inflationary impact. The intention of the department however to use CPIX, calculated using the new CPI basket once finalised, is supported.
3.2.5 Recommendation of the Department
The Department proposes that the annual wage increase be aligned to the CPI plus 2% rate, at the index reported by Statistics South Africa at a point six weeks before the wage increase comes into effect. 

3.2.6 ECC Recommendation 
The ECC recommends that the minimum wage increases for year 2 and 3 be determined by using the consumer price index (CPI) available six weeks prior to the new wage coming into effect. 

3.3 TASK BASED WORK
The sectoral determination articulates that an employer and forestry worker may agree in writing that the forestry worker will perform task-based work on a regular basis. It then indicates that an employer must pay a forestry worker who is employed on such a task-based system, remuneration at not less than the minimum wage, plus the rates applicable under such system. It also sets conditions for the performance of task based work.
3.3.1. Views of the Employees

During the public hearings employees in all provinces proposed that the task-based work system should not be regulated. They pointed out that by allowing the task-based system to be regulated in the sector, it will lead to the following situation: 

· Unfair treatment by the employers,

· Exploitation of the workers,

· Violation of health and safety guides and 

· Undermining health conditions of individual employees.

They further indicated that they must be guaranteed a minimum wage; therefore they suggested that the current provision for task based work should be retained to address the situation the unintended consequences mentioned above. 
3.3.2. Views of the Employees Representative: Working Group

Employees representatives indicated that they are not against task based work system but they will be glad if the employees at the end of the day are paid minimum wage. They further stressed the fact that in order to justify the accuracy of the system without exploiting the employees this system needs to be thoroughly tested.
3.3.3 Views of the Employers
Employers were in favour of the task-based work system. They maintained their position that it will increase productivity and that will encourage employment levels. It was also raised that in most cases they employ people on a seasonal basis and make use of the system to determine wages. Most of the employers in the sector support the task-based system, but they also have concerns with regard to its implementation especially with those employers who uses other systems. They also added that most of the fatalities occur as results of task based work. However they indicated that most of their employees want to work on their own to make money.

They indicated that there are employees who are hard workers and finish the work very early and should have the benefit for their hard work. It will be unfair for those hard working employees who can even finish double their task in a day to just earn similar to those who hardly finish their daily task.
3.3.4 Views of the Employers Representative: Working Group
Delegates recognized on close inspection that there is parity between the forestry and agriculture determinations, this is not immediately apparent to the casual observer. Furthermore there are a number of other factors which warrants a review of employment conditions in the sector. These include the physical demands of forestry work, the contractual nature of employment in forestry, with the associated challenges posed by this arrangement, the impacts of HIV and AIDS and other health challenges on the sector and the communities associated with the sector and poor nutrition among many workers.
FSA plan to focus on these challenges inter alia through the development of the Codes discussed above. This may lead in time to a single determination which provides for both forestry and farm work and which will also provide for the particular requirements and challenges in each sector.
3.3.5 Departmental Recommendations 
The Department recognizes that the task system is currently extensive in the forestry sector. In some instances the system can empower employees by allowing them to choose their working hours and the arrangement of rest periods and meal intervals. This flexibility is only positive if the task level is fair and achievable. It is possible for abuse to take place under the guise of the task work system as employees are often in a weaker bargaining position than their employers. If the task levels are achievable then the task rate system works well and is just.

The task rate and minimum wage systems are potentially mutually exclusive and herein lies the challenge for minimum wage setting. Disallowing the task rate system in forestry would potentially be disruptive. Recognizing the fact that it might not be feasible to rule out the task rate system completely in the forestry sector, but also taking cognizance of the fact that employees are potentially being exploited, the Department recommends that task based work provision should remain the same as prescribed in the forestry sectoral determination. This means that the wage paid under the task-based system should not be less than the minimum wage prescribed in the forestry sectoral determination.
3.3.6 ECC Recommendations 
The Commission supports the proposal of the Department with respect to task based payment.

3.4 DEDUCTIONS
The current determination allow the employer to make deduction from a forestry worker’s wage not exceeding 10 percent for accommodation in which the forestry worker ordinarily resides, and another 10 percent for food supplied to the forestry worker “on a payment in kind” basis.
3.4.1. Views of the Employees
Most employees appeared not to understand the rationale in determining the right percentage to be utilized. With that in mind they suggested that 10 percent for accommodation and 10 percent for food should be maintained and they indicated that the total deductions should not exceed 30 percent. 
3.4.2 Views of the Employees Representative: Working Group

The employee representatives fully support the department’s view with respect to the deductions; they indicated that the maximum of 20 percent for both food and accommodation is accepted.
3.4.3 Views of the Employers

Like the employees most of the employers proposed that the deduction should probably remain the same, some employers made an additional suggestion that the total deductions shouldn’t exceed 30 percent.
3.4.4 Views of the Employers Representative: Working Group
While FSA support the proposals of the Department with respect to the deductions, they note that accommodation and food along with other key issues such as employee health and wellbeing will be further addressed in the development of the Codes for Contractors. These codes are currently being developed under the provisions of the BBBEE Forestry Charter.
3.4.5.
Departmental Recommendations
The Department recommends that the maximum deductions be restricted to 10 percent for accommodation and 10 percent for food in line with the current determination for forestry workers.

3.4.6.
ECC Recommendations
The ECC recommended that maximum deductions should remain the same as stipulated in the forestry sectoral determination.
3.4. OTHER RAISED ISSUES
3.5.1.
Compliance
Employees complain about the issue of employers not complying with the sectoral determination. They even indicated that the SD is failing people as well as the Department. They also indicated that before the SD was promulgated, they were living a happy life because they used to earn more than they are earning now. They said their sector was not supposed to be deemed vulnerable.  They also raised a concern about the government’s privatisation.of the forestry sector. Some employees are still employed by government and therefore still have persal numbers, whereas some do not. It is confusing the sector at large. The minimum wage is becoming the maximum wage as employers use this as a yardstick that government proposes forestry workers should be paid. Another challenge is that the companies are busy retrenching those people with persal because they earn more than the minimum wage. 

3.5.2.
Concerns about Labour
The forestry is the most difficult work according to the employers and it is not making lots of money that’s the reason the labour does not stay long in the sector. The employers raised a concern about protective clothing issued to employees that is not returned when employees resign/leave and complained about the cost factor. They proposed that the legislation should consider recoverable deduction to protect the employers.  Another issue raised indicated that South African workers are generally not as productive as workers from neighbouring countries. 
3.5.3.
Management Systems

One other issue which was raised by the employers is the management systems in the sector. It was motivated that due to the lack of the management systems, employees move from one contractor to another. This also creates a problem in conducting disciplinary procedures.

3.5.4.
Wage linked to Occupational categories
FSA commented that over 80% of the sector’s workers are unskilled workers.  Presumably the objective of setting a minimum wage is to prevent the exploitation of the most poorly paid workers (i.e. Paterson A1 grade). The effect of setting a minimum wage for these workers will filter through to those workers on higher grades.  It is thus not necessary to set minimum wages for each occupational category.

To investigate cash wages paid by job title is fairly meaningless as different employers may use different job titles, attach different band levels to the same job title and in the case of smaller operations, one employee may do various jobs.  

CHAPTER FOUR

EVALUATION IN TERMS OF ECC CRITERIA
4.1 Alleviation of poverty and impact on cost of living

The introduction of a minimum wage may not serve to improve baseline conditions for employees. As the minimum wage is likely to be set on a task basis, independent of a time-frame, it implies that workers will not benefit from the minimum wage if the time allocated for a specific task remains unrealistic. According to SAFCA it is unlikely that the system will revert back to one of daily wages. 

These wages are obviously inadequate to support a family even at the most basic level. The forestry worker’s family would thus only have sufficient money to support itself at the most basic level if more than one other family member was also earning at least at this level. The current minimum wages are thus likely to leave many families of forestry workers in poverty. Nevertheless, the increase will go some way to alleviating poverty, if not eliminating it.                                                                                                                                                                                                                                                                                                                   

4.2.
Ability of employers to carry on their business successfully and operation of 
SMMEs and new businesses

South African plantation management practices and research are on par with the best in the world and as a result yields continue to increase through better site species matching, advances in cloning techniques and more general application of cloning, better silvicultural practices and planning, and increased efficiency in processing It is thus possible that, even given limited new forestation, there is still some scope to expand wood production in South Africa.

The general sector impression is that it will only be possible to increase MAI by a further 5% to 10%. The same holds for pine species. For long rotation pine, the effects of past improvements are now being felt in production as trees reach maturity. Although specific case studies might suggest much higher possible yields, it is unlikely, once again, that the average national yield will increase by more than 5% to 10%. Wattle is largely unresponsive to silvicultural practices in its yield. Site species matching is however crucial, as wattle is highly sensitive to climatic and soil conditions. 
Forestry sector role players acknowledge that the move to outsourcing was not managed optimally and has led to a “hands-off” situation by plantation forestry companies and what is perceived as a “rip-off” by contractors. It is also acknowledged that the situation is unsustainable and needs to be rectified, with some compromises being necessary on the side of forestry companies. It is also clear that ignoring the current problems may result in substantial problems and costs to the sector in the longer term. Apart from managing contracts better and ensuring (and monitoring for) proper labour conditions and safety, the sector needs to rethink the term and size of the contracts.

The outsourcing of the most labour intensive duty has resulted into the situation where by contractors are generally paid by task and in turn pay their employees per task (a minimum percentage of their fee is stipulated in the contract to be payable to labour for every task). Concerns have, however, been raised that the standards applied to set the time-frame for a specific task and, thus what is expected of each worker, may not be realistic anymore. These standards date back to company employment days where companies facilitated productivity by providing labour feeding schemes, health and safety arrangements and, as a result of more attention being given to road maintenance, employees spent less time waiting for, for example, transport vehicles to arrive. Contractors claim that they cannot afford such measures, given the nature of their contracts of which it also impacts on the payment of employees. 

The investigation indicated that wage increases would have an impact on the sector. However employers in the sector during the public hearings also indicated that they acknowledge the low level of wages earned by forestry workers as compared to the farm workers.

Access to finance (for capital) is regarded as a hurdle by contractors, especially the smaller, more informal contractors. These contractors operate under informal sector conditions, with poor access to finance and training. All the contractors interviewed used their own funds to start their enterprises and had no assistance from the forestry companies, government or other agencies in establishing and maintaining their businesses. Contracts with small growers are informal and too small to serve as the basis for acquiring loans. A larger contractor also claimed that due to the nature of their contracts (maximum three years duration); banks have become reluctant to grant them financing. 
4.3. Impact on current employment and the creation of employment

Contracting labour in this way has become a point of concern in the sector. Although it is often argued that efficiency gains can be made in this way, concerns have been raised over the conditions of employment for contract labour and the power balance between large forestry companies and small contractors in negotiating terms of contracts. 

Labour conditions have deteriorated under contracting. FSC certification stipulates that labour conditions in outsourced operations should be exactly the same as previously applied by companies. In reality, this aspect of certification is not effectively monitored and the impression is that the move to outsourcing has led to deterioration in labour conditions, as labour legislation requirements (i.e. in terms of health and safety, working hours and wage levels) are not as effectively enforced on the larger number of small contractor firms. 
















ECC





FORESTRY





REPORT 2008








� This is in line with government’s privatization drive since the 1990s.


� Paper Manufacturer’s Association of South Africa (PAMSA), 2004


� Both of these involve large corporates as major partners in the deal: Hans Merensky Holdings in the case of Singisi. And Mondi in the case of Siyaqhubeka.


� The areas used for these proportions are as quoted in Pamsa (2004a) and differ significantly from the areas quoted by Dlomo & Pritcher (2003)


� Where the condition in terms of rainfall, soil quality and temperature are however right, South Africa has a very high yield in plantations, much higher than that of natural forests in Europe and North America, thus making South African plantations two to three times more productive than natural forests of the same species in Europe and North America (Van der Zel, 1989:14).


� (Perkins, 2005)


� Human Science Research Council (HSRC), 2004


� (Submission received from DWAF),
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