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Abstract 

Broiler production accounted for almost 15% of all agricultural production and 33% of all 
animal products produced in 2014. The poultry value chain is thus undoubtedly an important 
part of the agricultural sector in South Africa. The poultry industry is characterized by large, 
vertically integrated players whose production accounts for the majority of broiler production 
in the country. Despite the existence of these large players, there has recently been entry by 
smaller players, namely Grain Field Chickens (GFC). We assess the poultry industry as well 
as the entry of GFC, highlighting the key barriers to successful entry; which include the need 
for a large initial capital outlay, ‘patient capital’ and coordinated production along the value 
chain. We also compare the South African poultry industry to that of Brazil, highlighting key 
similarities and differences between the poultry industries in the two countries. 

                                                 
1 This paper draws from a study conducted by the Centre for Competition, Regulation and Economic Development 
(CCRED) for the National Treasury entitled ‘Competition, barriers to entry and inclusive growth: Agro-
processing’. The interviews conducted for the National Treasury study were also used for the UNU Wider working 
paper entitled ‘Development of the animal feed to poultry value chain across Botswana, South Africa and 
Zimbabwe’. The views expressed here are those of the authors and do not represent those of the National Treasury 
nor UNU Wider. 
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1 Introduction  
 

The poultry industry in South Africa is an important one, contributing over a tenth to  total 
agricultural production and accounting for over a third of total animal production in 2014 
(SAPA, 2014). The poultry industry has grown over the past decade, with growth driven by 
various factors including the entry of new vertically integrated players – Country Bird Holdings 
(CBH) and GFC – and also the more recent entry of contract growers as seen with the shift in 
production from internal production to contract growers.  

The poultry industry is characterized by large, vertically integrated players whose production 
accounts for the majority of broiler production in the country. There has been growth and entry 
in spite of the concentrated nature of the industry. Recent entry has either been facilitated by 
the intervention of competition authorities, as in the case of CBH, or through the support of 
government, such as the entry of GFC that was facilitated by the IDC.  

In this paper we assess growth and entry in the South African poultry industry. To illustrate 
recent entry in the South African poultry industry, we profile the entry of GFC. The GFC story 
highlights the need for a large initial capital outlay and ‘patient capital’, and coordinated 
production along the value chain to ensure successful entry of a vertically integrated player in 
the South African poultry industry.  

We also look at the Brazilian poultry industry, and provide comparisons between the Brazilian 
and South African poultry industries, including ways in which the South African poultry 
industry can learn from that of Brazil. The Brazilian poultry industry has been chosen for 
comparison because Brazil is the leading poultry exporter globally and also because Brazil has 
a significant partnership with South Africa as part of the BRICS group of countries.  

This paper draws from a study conducted by the Centre for Competition, Regulation and 
Economic Development (CCRED) for the National Treasury entitled ‘Competition, barriers to 
entry and inclusive growth: Agro-processing’. The interviews conducted for the National 
Treasury study were also used for the UNU Wider working paper entitled ‘Development of the 
animal feed to poultry value chain across Botswana, South Africa and Zimbabwe’. The studies 
were conducted by interviewing various key stakeholders in the poultry value chain, including 
all the large poultry and animal feed producers, key industry associations and government 
departments.  

The paper is organised as follows. Section 2 outlines the structure and growth of the poultry 
industry in South Africa, focusing on production performance and margins. Section 3 provides 
an assessment of the Brazilian poultry industry, including a comparison to the South African 
poultry industry. Section 4 concludes.  

 

2 The South African poultry industry: Structure, growth, and entry 
 



3 
 

The animal feed to poultry value chain in South Africa has seen high levels of growth over the 
last decade. The industry is characterised by high levels of concentration, with only four main 
large producers, who are all vertically integrated from the level of breeding to slaughtering. 
The main firms, Rainbow Chicken, Astral, CBH and Quantum represent the bulk of production 
at all levels of the value chain (Figure 1). A number of characteristics illustrate the concentrated 
nature and also the advantages of scale in the poultry value chain.  

Figure 1: Company structure of main integrated poultry firms in South Africa 
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First, Rainbow Chicken, Astral and CBH are the only holders of exclusive commercial genetic 
breeding licenses in South Africa, while the world market for genetic breeds is dominated by 
two large multinationals – Aviagen Broiler Breeders and Cobb-Vantress Inc.i As a result, any 
producer seeking to participate within the poultry value chain in South Africa would need to 
purchase breeding stock from Rainbow Chicken, Astral and CBH, whether for their own 
production or for commercial sales.  
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Second, the main producers represent the bulk of total broiler production (at the farming and 
the slaughtering level) in South Africa. In this regard, the two main producers’ production 
represents 46% of broiler production in the country (DAFF, 2014). However, despite this it is 
interesting to note that the bulk of the production allocated to these producers is actually carried 
out by contract growers, an issue which will be expanded in a later section. 

Third, the main producers have control of key inputs as they are vertically integrated into both 
breeding and animal feed production. As vertically integrated animal feed producers, the main 
poultry producers account for 50% of animal feed production in South Africa (Louw, 
Schoeman and Geyser, 2013). Given their significant scale, they are also some of the main 
suppliers of animal feed to the non-integrated independent market participants in the poultry 
industry. Thus, while most of the animal feed is destined for internal poultry production, these 
main poultry producers are also key suppliers to external producers/competitors.ii  

Finally, given their significant scale, the main poultry producers enjoy substantial cost 
advantages over smaller non-integrated independent competitors. For example, in 2014 and 
2015, the average feed costs faced by large commercial farmers were between 9 and 12% lower 
than those faced by small scale producers (Zotwa, 2014; Developing Poultry Farmers 
Organisation (DPFO), 2015).  

The next section analyses the growth in the industry by assessing production and margins over 
time. It also presents the GFC case study.  

 

2.1 Growth, production and margins 
 

The production of broiler meat has increased from 928 000 tons in 2004 to 1.7 million tons in 
2014 (DAFF, 2014; SAPA, 2015a). This reflects a compound annual growth rate of 6.3% per 
year between 2004 and 2014. This growth has been driven in large part by increases in the scale 
of production of the larger poultry producers. For example, Astral increased broiler production 
from 2.1 million birds per week in 2006 to 4.4 million birds per week in 2014 (see Astral Foods 
2006, 2014). CBH’s production has increased from 1.2 million birds per week in 2008 (CBH, 
2008) to 1.5 million birds per week in 2014.iii Interestingly, the production of the largest 
producer – Rainbow Chickens – has not increased as much as that of Astral, increasing from 4 
million birds per week in 2004 to 4.5 million birds per week in 2015iv (Rainbow Chicken, 
2005). Similarly, the revenues of these companies have also increased over the years.  
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Figure 2: Broiler production in South Africa 

 
Source:  Data obtained from DAFF (2014)  
 

The growth depicted in Figure 2 has been driven by the expansion of the main producers. One 
of these major producers – CBH – is a relatively new entrant into the poultry industry. The 
story behind CBH’s entry and growth highlights how competition law can open access to 
markets.  

CBH first entered the South African market in 1992 in a joint venture with Astral and Natchix 
(the Elite partnership) (Competition Tribunal, 2011). The terms of the partnership effectively 
precluded CBH from introducing a new breed of bird into the South African market and forced 
CBH to procure 90% of its breeding stock from Elite. In 2007, CBH brought a complaint to 
the Competition Commission, arguing that the terms of this agreement were exclusionary and 
amounted to an abuse of dominance by Astral (see Competition Tribunal, 2011, 2013). Astral 
entered into a settlement with the Competition Commission. Following the settlement CBH 
was able to introduce a new breed of bird, Arbor Acres, into the South African market. The 
entry of Arbor Acres (which signalled CBH’s entry as independent broiler producer) not only 
contributed to an increase in production of broilers but also opened the market for independent 
producers by providing an alternative breed.  

Since its successful growth and entry into the South African market, CBH has been expanding 
into the rest of the southern African region and also to other parts of Africa. In Africa (outside 
of South Africa), CBH holds the breeding rights for Aviagen’s Ross breed. Furthermore, it has 
also expanded its operations to Ghana and Nigeria.v In southern Africa, CBH has a number of 
operations in countries such as Zambia, Mozambique, Botswana and Swaziland. CBH also 
owns the franchise of fast food outlet KFC in Zimbabwe and has recently received conditional 
competition approval from the Botswana Competition Authority to acquire the KFC business 
in Botswana (Botswana Competition Authority, 2015)  
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In 2014, CBH de-listed from the Johannesburg Stock Exchange  following the purchase of a 
stake by Black River Asset Management, a subsidiary of agribusiness multinational Cargill. At 
the time of delisting, CBH had acquired a loan of $25 million from the International Finance 
Corporation (IFC) to expand production. To be specific, the loan was acquired for increased 
day old chick production in Botswana and Zambia, increasing broiler processing capacity in 
South Africa and the installation of soya deactivation plants at two of its feed mills in South 
Africa (IFC, 2013).  

The impact of entry can have significant consequences for market outcomes, especially in 
highly concentrated industries. Following the entry of CBH, Moreover, there has been a 
significant decline in concentration from the mid-2000s (Grimbeek and Lekezwa, 2013). 
Moreover, margins in the South African poultry industry between 2008 and 2012 decreased 
significantly (Figure 3).  

Figure 3: Operating margins, as % of turnover  

 
Source: Companies’ annual reports. The profit margins are calculated based on revenues 

and profits from operations inside and outside South Africa. Disaggregating them further for 
each company would have led to incomparable results.  

The general decrease in margins has led to significant restructuring and consolidation within 
the domestic industry as several, mainly smaller independent players, were not able to compete 
against the substantially reduced prices of imported chickens which came mainly from South 
America (Brazil and Argentina), particularly during 2012. Astral purchased some of the assets 
of these distressed smaller firms. Most notably, in 2014 Astral acquired the assets of Kwazulu-
Natal’s Argyle Farms (Hedley, 2014), and Darling Farm Chickens from the Western Cape 
(Business Day, 2014). In addition, Astral also acquired Quantum’s abattoir in the Western Cape 
during the latter’s exit from broiler processing  (Magwaza, 2014). As part of the latter purchase 
agreement Quantum would supply Astral’s operations in the Western Cape with 550 000 live 
broilers per week. Similarly, Quantum sold its abattoir in Gauteng to a relatively smaller player, 
Sovereign Foods, and that agreement also includes supply of 250 000 live birds by Quantum 
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to the Sovereign Food’s new abattoir. Quantum has effectively become a very large contract 
grower for Astral in the Western Cape and for Sovereign Foods in Gauteng.  

The margins decreased even further after the two instances of sharp increases in imports from 
South America in 2012 and from Europe in 2014 (Ncube et al., 2015). Incidentally, both 
episodes of sharp increases in imports ended up with the International Trade Administration 
Commission of South Africa (ITAC) instituting anti-dumping measures following allegations 
of dumping brought by SAPA and its members. More recently, there have been protracted 
negotiations over American imports, with the American government threatening to remove SA 
from the AGOA agreement if it did not allow American imports into South Africa. Since then 
a quota of 65 000 tons has been instituted by the DTI (Ensor, 2015) on poultry imports from 
the USA thus bringing to an end the anti-dumping duties against poultry imports from the 
United States. The quota, which is significantly lower than the 170 000 tons of imported poultry 
from Brazil in 2014 (SAPA, 2015b), would represent approximately 18% of total imports using 
the 2014 import figures. 

2.2 Contract growers: An avenue for inclusive growth?  
 

While entry by vertically integrated players has grown the number of independent players in 
the market, there has also been an increase in the number of contract growers in South Africa. 
Broiler production by contract growers has increased over the years and is currently at 
approximately 60-80% of total broiler production.vi The shift towards a greater reliance on 
contract growing has largely been as a result of an increasing desire by the major poultry 
producers to shift costs associated with owning large pieces of farm land from themselves to 
the contract growers.vii  

Part of the entry of contract growers has been facilitated by the sale of the poultry farms by the 
major poultry producers to new contract farmers. For instance, Daybreak Farms sold off seven 
of its farms to black poultry producers. It must be noted that Daybreak Farms (in its current 
form) is the result of the divestiture of Afgri Poultry from the Afgri group of companies. Afgri 
Poultry was sold to the AFPO Consortium, through a transaction which was funded by the 
Public Investment Corporation (PIC).viii   

Contract growing also creates more opportunities for entry given the low cost of capital 
required to start up in comparison with other stages of the value chain which require a 
significantly higher level of expertise. The increasing prevalence of contract growers is also 
important in the context of inclusive growth, ease of entry means more people can become 
contract growers thereby creating employment.  However, while there has been a great of entry 
at the contract growing level, the entry of CBH and the GFC case study which follows illustrate 
that in order for entry to result in large scale production and to be considered as a serious 
competitor in the poultry industry, it has to be at multiple levels of the value chain. Thus, while 
contract growing is an important means by which potential poultry farmers can enter the 
poultry value chain, the recent episodes of entry raise important questions about its 
effectiveness as a possible avenue of inclusive growth, particularly in the context of the DTI’s 
vision of creating Black Industrialists.  
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The next section outlines the entry of GFC, and highlights key learnings from its experience.  

2.3 New entry in a concentrated industry: The case of Grain Field Chickens 
 

This section reviews the most recent major entry episode in the poultry sector, that of Grain 
Field Chickens (GFC) and borrows heavily from section 3.5.2 of Ncube et al. (2015).  GFC, a 
division of the Vrystaat Koöperasie Beperk (Pty) Ltd (VKB) which is based in the eastern Free 
State, was established in 2010 and has since become almost fully integrated as it has an abattoir, 
contract growing farms and two feed mills. VKB owns a 76.9% share in GFC with the 
remainder being owned by the Industrial Development Corporation (IDC). It is anticipated that 
the IDC shareholding will be transferred in equal shares to the Grain Field Workers’ Trust and 
the VKB Workers’ Trust as soon as the loan is repaid.  

The establishment of GFC occurred through a joint venture with the IDC. VKB borrowed 
approximately R88 million from the IDC which the IDC sourced from the Department of 
Labour's Unemployment Insurance Fund as well as from the Agro Processing Competitiveness 
Scheme (IDC, 2014). The entire Grain Field Chickens project has seen a total investment of 
R350 million with the abattoir alone costing R200 million to construct.  In addition to the two 
stock feed mills, VKB also has a 40% share in Free State Oils, a soya oil crushing plant in 
Villiers (Coleman, 2013). 

VKB is a farmer-owned agricultural company which has specialised in the storage of grain for 
almost a century. Its primary objectives are “the handling, storing and marketing of agricultural 
products, the provision of requirements and services and financing activities” (VKB, 2009, p. 
24). It is understood that 60% of their storage capacity in 2009 was allocated to maize, followed 
by wheat at 29% (VKB, 2009). Thus, the most recent entry has not only relied on the IDC for 
financial assistance, but it has also entered from a position of significant advantage given its 
presence in the feed sector. 

VKB’s move into poultry production was primarily a means to diversify the business from its 
primary business of grain handling, where margins were decreasing (Coleman, 2011). VKB 
produces about 600 000 tonnes of yellow maize per year and has increased its soybean 
production from 30 000 tonnes per annum six years ago to the current 140 000 tonnes.ix GFC 
consumes 20 000 tonnes of soybean internally and the rest is sold to competitors in the market.x 
This unique competitive advantage has ensured that GFC has, so far, not had to import maize 
or soybean for their animal feed needs. The establishment of GFC was thus based on key pre-
existing competitive advantages.  

The GFC abattoir currently slaughters approximately 750 000 chickens per week. This is half 
of the production of Daybreak, one of the smaller vertically integrated players.xi Thus, VKB 
has created an almost fully self-sufficient business in GFC. They buy maize from VKB farmers, 
have a stake in a soya oil crushing plant, and also own an abattoir. They also have 22 VKB 
retail outlets and 41 NTK outlets through which they market their agricultural produce, 
including the broilers. VKB also supplies the Boxer Group of supermarkets and there are 
prospects of supplying Spar (Coleman, 2013). Through a contract with Eagle’s Pride, GFC 
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uses both Cobb and Ross birds, with Cobb making up 85% of the day old chicks that they 
purchase.xii The main markets of GFC are in Gauteng and KZN. 

In terms of performance, Grain Fields did not post a profit until the 2014/15 financial year 
(Table 1). In fact, in its first year of operation in 2011, Grain Fields did not realise any revenues 
due to high pre-production costs. Its losses increased almost sevenfold from R5.2 million in 
2012 to R35 million in 2014 before they finally posted a profit in 2015. This was largely 
attributed to increased volumes at GFC but also to a substantial decrease in the shareholder and 
operating loan from VKB from R269 million in 2014 to R204 million in 2015 (VKB, 2015).  

Table 1: Grain Field Chickens profit/losses 
 2012 2013 2014 2015 
Profit/(loss) (R5.2 million) (R37.5 million) (R35.2 million) R14 million 

Source: VKB annual reports 

The success of GFC is more pronounced given the fact that it also entered the poultry value 
chain at the time where there was a sharp increase in imports, particularly in the third quarter 
of 2012 from $80 million to $140 million.xiii This would have affected the demand for their 
product.  

The entry of GFC has highlighted two key issues, high capital costs of entry and the need for 
‘patient capital’. These are elaborated further below.  

High capital costs of entry  

GFC required a substantial amount of capital which amounted to R350 million to enter the 
poultry business. This capital expenditure allowed GFC to enter as a vertically integrated 
operator at different levels of the value-chain. R200 million of its capital expenditure was 
required for the abattoir. These costs of entry are significant, and constitute a substantial barrier 
to any new entrant seeking to enter as a vertically integrated producer, partly explaining why 
most episodes of entry seem to take place at one discrete level of the value chain. However, 
the competitive effect of single-level entry is limited by its very nature and cannot readily be 
compared by the format of entry seen here. 

The need for ‘patient’ capital 

GFC had four successive years of significant losses before making a profit in its fifth year of 
operation. This is indicative of the fact that successful entry requires substantial sunk costs. 
The diverse operations of its parent company, VKB, assisted in sustaining the business owners 
during this time. This does, however, present a significant challenge to any greenfield new 
entrant who may not be able to absorb losses over such as long period of time or may not have 
access to alternative revenue streams from diversified operations, and cheap affordable key 
inputs, which VKB had. The role of development finance from the IDC has been very 
important. 

The next section looks briefly at Brazil’s poultry industry, outlining similarities to and key 
differences from the South African poultry industry. 
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3 A case study of Brazil’s integrated poultry sector 
 

The case of Brazil provides several learning opportunities for the South African poultry 
industry and the impact that the industry can have for growth and development within the South 
African economy. The rapid growth of Brazil’s poultry industry over the past four decades 
resulted in Brazil becoming a leading global poultry producer. Indeed, Brazil is currently the 
largest poultry exporting country and the third largest producer after the United States of 
America and China (Valdes et al, 2015).  

In Brazil, the poultry industry plays an important role in improving the overall socio-economic 
performance of the country. For example, poultry farming employs more than 3.6 million 
people both directly and indirectly, and accounts for around 1.5% of the National Gross 
Domestic Product (UABEF, 2015). In several Brazilian cities, poultry production is the main 
economic activity and industrial poultry farming dominates the economies of some of the major 
towns in Brazil. For instance, in the town of Marau, in Rio Grande do Sul state, 15 000 of the 
36 700 inhabitants are employed in the poultry industry. Another example is the town of Xaxim 
in Santa Catarina state, where 8 000 people out of 25 500 inhabitants are employed in the 
poultry industry. While in Palotina, in the state of Paraná, 10 500 out of 27 000 inhabitants are 
working in the poultry industry (UBABEF, 2012). 

Thus, one of the ways through which the impact of the poultry industry in Brazil is observed, 
is through the significant employment opportunities created by its strong presence in Brazil’s 
countryside, mainly in the Southern and Southeastern states (UBABEF, 2015).  

3.1 Market features of the Brazilian poultry industry 
 

The poultry sector is represented by the Brazilian Poultry Association (UBABEF)xiv whose 
aims are to: defend the sector, promote the products of the companies, organize events, be the 
center of technical and market debates and generate information about the sector. As with South 
Africa, several levels of the poultry production chain in Brazil are highly concentrated with a 
few key players. The main poultry producing companies in Brazil are, Brazil Foods (BRF), 
Marfrig Frigorificos e Comercio de Alimentos S.A. (Marfrig), and Doux Frangosul S/A Agro 
Avicola Industrial (Doux Frangosul) (USITC, 2014).  

The main poultry producers in Brazil use an integrated production system for poultry 
production. In this system, production is carried out under tightly integrated production 
contracts operated by integrator firms (which are the big producers) with independent chick 
growers (Valdes et al, 2015). The integrated poultry production system was introduced in 
Brazil in 1961 by Sadia which is now part of BRF (Yasushi, 2006). The integrated production 
system is the dominant production method with 85% of total poultry produced in 2014 being 
done through the integrated system (Caldas, 2014 quoted in Valdes et al, 2015). 

In the integrated production system large poultry producers own animal feed plants, hatcheries 
that produce day old chicks, slaughterhouses and distribution centers. The integrators negotiate 
contracts with growers who raise commercial poultry. Integrators provide growers with all the 
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raw materials namely, day old chicks, feed, vaccine and veterinary services. In turn the growers 
provide labour, housing for chickens, utilities and grow the chicken to meet the market weights 
required by integrators (Valdes et al, 2015). Growers have exclusive contracts with integrators 
and receive payment for the service they provide with premiums and discounts that is tied to 
the efficiency of the growers’ feed conversion ratio.  

The integrated system also involves the participation of small scale growers. For example, in 
2006, BRF had contracts with about 6 600 out growers, the majority of which are small scale, 
producing 14 000 chickens per flock and an average of six flocks per year. The Brazilian market 
structure highlights the points previously made regarding coordinated entry and operations as 
being one of the key features required for a successful player in the industry. 

3.2 Comparative advantages of Brazil’s poultry industry 
 

Brazil’s status as the leading poultry exporting country and the third largest poultry producer 
can be understood in light of some of the more significant advantages that Brazil has over other 
countries. First, Brazilian producer have access to cheap maize and soya which makes up about 
90% of the cost of feed. Second, Brazil has a good climate that suits poultry production since 
it lowers cost on thermal control of poultry houses. (USITC, 2014, Junior and Bruno, n.d). 

As with many of the participants within the South African poultry industry, access to animal 
feed has been a key determinant of the success of Brazilian poultry producers. Unfortunately, 
certain realities cannot be escaped, such as the fact that the South African climate is not 
conducive for the production of large quantities of soya which make up a significant portion of 
the costs of animal feed. This is an area where Brazil can be seen as having a comparative 
advantage over South Africa. 

Government Support 

While the South African government has made investments and provided support for the 
poultry value chain, the support in Brazil has been more extensive. For example, while the 
South African government has invested directly into new ventures through the IDC, the 
Brazilian government subsidizes credit for investment in the sector and also provide technical 
assistance to participants within the sector (Valdes, et al, 2015). Large poultry producers also 
receive the largest share of assistance through the form of tax exemptions as well as special 
access to financing and credit, subsidized loans through the country’s National Bank for 
Economic and Social Development (BNDES), and programs that provide cash advances for 
export sales (USITC, 2014). All of the programs implemented by the Brazilian government are 
designed to assist in the development of a competitive domestic poultry sector and the creation 
of competitively priced export market participants. 

3.3 Comparison between South Africa and Brazil poultry industries 
 

The Brazilian case study presented above shows several similarities between the Brazilian and 
the South African poultry sectors. Both markets are characterized as concentrated markets with 



12 
 

a few large poultry producers. The production systems followed by the two countries are 
similar with producers in both countries increasingly moved towards contract growing, moving 
the production risk to contract growers. However, the reliance on contract growers is more 
prevalent and has a longer history in Brazil than in South Africa. As previously mentioned, 
contract growing moves the risk of chicken production away from one integrated producer and 
spread it across the contract farmers. This is an advantage for the integrated but may have 
varying consequences for the contract growers as they face risks related to bird management 
such as mortality rates and inconsistent feed conversion ratios. However, the more successful 
contract growers would benefit much more from it as they develop specialized expertise with 
time.    

A difference between the two countries relates to the comparative advantage which Brazil has 
over South Africa in terms of its climate. The climate in Brazil is more conducive for large 
scale farming of soya which is a key input into the production of animal feed. Thus, Brazilian 
producers benefit from cheap maize and soya, while South African producers rely on the 
importation of soya and sometimes maize (as in the case of this year). As such, the importation 
of soya means that South Africa gets it at an import parity price and thus increasing the cost of 
producing a chicken.  

Another important difference between Brazil and South Africa relates to the nature and extent 
of government support of the poultry industry. In Brazil, the involvement of the BNDES is an 
important source of support and financing for the poultry sector. Through BNDES Brazil offer 
cheap loans and cash advances to incentives producers. The Brazilian government also 
provides other incentives such as tax exemptions. In South Africa, apart from the investments 
by the IDC and the PIC, and the import tariffs, incentives such as access to cheap loans, tax 
exemptions and cash advances for exports have not yet been found to exist.  

 

4  Conclusion  
 

The poultry industry still remains as one of the key sectors in South Africa as it provides a 
cheap source of protein. The industry is still characterised by a few big vertically integrated 
companies with market power. These firms have control over critical raw materials such as day 
old chicks and have invested in abattoirs which make them competitive. This paper has shown 
that the entry of GFC highlights the fact that despite the existence of incumbents with market 
power, entry is still possible albeit dependent on a large capital outlay and ‘patient capital’ 
which would sustain the business through the inevitably difficult first few years of the business. 
The scale of investment, vertical coordination and the amount of time required to make 
successful large scale entry into the poultry value chain (as seen with GFC) has important 
implications for government’s incentive programmes such as the Black Industrialists 
programme as they highlights the levels of investment and commitment required in order to 
have inclusive growth in the poultry industry.  

The comparison of the South African poultry industry to that in Brazil shows that there are 
several similarities such as similar production systems such as vertical integration and contract 
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growing, although the scale at which this is done in Brazil is much higher than that in South 
Africa. Important differences include the high level of government support which the Brazilian 
poultry industry receives. In South Africa, the entry of GFC as facilitated by the IDC indicates 
that it is possible for such support to reap rewards. However, the amount of time that it takes 
for the a commercially viable vertically integrated business to turn a profit, especially in such 
trying economic times, suggests that entry into the poultry industry of vertically integrated 
players will continue to remain difficult. 
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Endnotes 

i Quantum also holds a license for the Cobb breed but it is only for internal production and not for commercial 
sales like the other licenses held by Rainbow, Astral and CBH. 
ii Interviews with the animal feed companies. 
iii Interview with Country Bird Holdings (CBH) Limited, 3 July 2015 
iv Interview with Rainbow Chicken, 15 July 2015 
v Interview with Country Bird Holdings (CBH) Limited, 3 July 2015 
vi Interview with Daybreak, 30 June 2015; interview with Quantum Foods, 1 September 2015; interview with 
Country Bird Holdings (CBH) Limited, 3 July 2015; interview with Astral Foods Limited, 31 July 2015   
vii Interview with the South African Poultry Association (SAPA), 6 July 2015   
viii See http://www.afgri.co.za/afgri-strengthens-focus-on-grain-business-through-sale-of-poultry-business-and-
pic-provides-funding-for-transaction/  
ix Interview with Grain Field Chickens, 28 September 2015 
x Interview with Grain Field Chickens, 28 September 2015 
xi Interview with Daybreak, 27 July 2015 
xii Interview with Grain Field Chickens, 28 September 2015 
xiii ITC TradeMap data 
xiv The Brazilian Poultry Association was founded in 2010 from the merger of two other associations, the Brazilian 
Poultry Union (UBA), founded in 1963, and the Brazilian Chicken Producers and Exporters Association (ABEF), 
founded in 1976.  
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