
 

 

 
 

 

Anticipated acquisition by 2 Sisters Property BV of Storteboom 
Group BV 
 
ME/4539/10 
 
The OFT’s decision on reference under section 22(1) given on 28 June 2010. 
Full text of decision published 2 July 2010. 
 

Please note that the square brackets indicate figures or text which have been 
deleted or replaced in ranges at the request of the parties or third parties for 
reasons of commercial confidentiality.  

 
PARTIES 
 
1. 2 Sisters Property (‘2SP’) is a subsidiary of Boparan Holdings Limited, a 

privately owned UK company. Boparan Holdings Limited, through its 
subsidiary, 2 Sisters Food Group (‘2SFG’) has 14 production sites (12 in 
the UK, one in the Netherlands and one in the US). 2SFG supplies chicken 
products to retail, catering and manufacturing companies, mainly in the 
UK. Boparan Holding's total UK sales for the year ended 1 August 2009 
was £674 million.  

2. Storteboom Group B.V. (‘Storteboom’) which is owned by Sterk Advies 
B.V., Berg Holdings B.V. and Venture Kapitallfonds II B.V. processes and 
supplies raw chicken products. Storteboom mainly supplies chicken to 
other companies for further processing and does not sell any chicken 
products to retail customers in the UK. It has three slaughterhouses (two 
in the Netherlands and one in Poland) and three processing plants for the 
production and processing of chicken products. It does not have any 
production sites in the UK. Storteboom is predominately active in 
Denmark, although it exports to the UK, Germany and France. 
Storteboom's total UK sales for the year ended 31 December 2009 were 
around £[  ]million.  
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TRANSACTION 
 
3. The parties entered into a Share Purchase Agreement on the 20 April 

2010 and completion is contingent on receipt of clearance by the Dutch 
Works Council and on regulatory approval by the Polish Office of 
Competition and Consumer Protection and by the OFT.  

4. The total consideration will be €[  ] million.  
 

JURISDICTION 
 

5. As a result of this transaction 2SFG and Storteboom will cease to be 
distinct. The UK turnover of Storteboom exceeds £70 million, so the 
turnover test in section 23(1)(b) of the Enterprise Act 2002 (the Act) is 
satisfied. The OFT therefore believes that it is or may be the case that 
arrangements are in progress or in contemplation which, if carried into 
effect, will result in the creation of a relevant merger situation.  

 

MARKET DEFINITION 
 
6. The parties overlap in the supply of primary chicken (fresh and frozen raw 

chicken for further processing) products in the UK. 

 
7.  More specifically, the parties overlap in the supply of primary chicken to 

industrial processors in the UK and to a lesser degree in the supply of 
primary chicken to caterers.  

 

8. In the UK, 2SFG is active in the supply of primary and processed1 chicken 
to retail markets, catering markets and industrial processors. Storteboom 
supplies only primary (not processed) chicken predominantly to companies 
for further processing before sale to caterers or retailers such as 

                                         
1 In Danish Crown/Vestjyske Slagterier, the Commission defined processed meat products as 
‘meat from mammals or birds, containing external ingredients such as salt or spices, being raw, 
dried, smoked or cooked’ (Case No IV/M.1313 (09/03/1999), paragraph 43). In Danish 
Crown/Steff-Houlberg (Case No COMP/M.2662 - (14/02/2002), paragraph 27), the Commission 
stated that ‘the product market for processed meats should be subdivided in processed pork 
products, processed beef products, processed poultry products etc. 

2



 

 

supermarkets in the UK but also supplies a small amount of primary 
chicken directly to catering firms.2 

 
Product Scope 
 
9. The Parties submit that the relevant product market is the supply of 

primary chicken, that is, fresh or frozen raw chicken for processing. They 
submit that processed chicken forms a separate product market.  

10. The product scope in relation to meat products has been considered on 
several occasions by the European Commission (the Commission). The 
Commission considered that fresh and frozen meat (which has not been 
processed) should be considered to form part of the same market.3 In 
another case, the Commission has used the term ‘primary meat’ to 
include both fresh and frozen unprocessed meat.4 The Commission has 
also concluded that poultry can be distinguished from other varieties of 
meat (especially pork and beef) since producers often specialise in 
processing one specific kind of meat.5 Third parties generally agreed that 
primary chicken products represent a distinct market. In particular, 
customers did not indicate to the OFT that they saw any other meats as 
substitutes for chicken. 

 

11. The parties suggested that all poultry products could be considered as 
part of the same market and that turkey, duck, goose guinea fowl and 
game birds such as pheasants could be considered close substitutes. 
Given that no SLC arises on any narrow plausible candidate market, that 
is, considering chicken separately for each of the customer groups 
identified below, it was not necessary for the OFT to conclude on this 
issue. 

 
12. The OFT has considered whether the supply of chicken should be further 

delineated by customer group. Within the market for the supply of primary 
chicken, a further segmentation can be made for the supply of primary 

                                         
2Storteboom does not supply chicken directly to retailers in the UK and there is therefore no 
overlap between the parties in relation to this activity. 

 
3 Case No COMP/M.3337 - Best Agrifund / Nordfleisch (19/03/2004), paragraph 23. Processed 
meat was considered to form a separate market. 
4 Case No COMP/M.5705 - Marfrig Alimentos/Seara (18/12/2009), paragraph 8. 
5 Case No COMP/M.1262 - Cebeco/Plukon (24/09/1998), paragraph 6. 
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chicken to (i) retail markets (where fresh meat is sold to the final 
consumers through supermarkets, butchers and farm sales6); (ii) catering 
markets; and (iii) industrial processors. This delineation is in line with the 
Commission’s decisions in Danish Crown/Vestjyske Slagterier and Best 
Agrifund/Nordfleisch. 

13. In Danish Crown/Vestjyske Slagterier, the Commission viewed retail and 
catering markets as distinct. In Best Agrifund/Nordfleisch, the Commission 
stated that '[i]ndustrial processors transform the meat into processed 
meat products, which is then sold to the retail market or the catering 
market as processed meat'.7 

14. The OFT considers that the boundaries of the relevant market are 
generally determined by reference to demand-side substitution alone. 
However, there are circumstances where the OFT may aggregate several 
narrow markets into one broader one on the basis of supply-side 
substitution. They may do so when production assets can be used by 
companies to supply a range of different products, and the companies 
have the ability and incentive quickly to shift capacity between these 
different products. In this regard, third parties indicated that it is not 
difficult to switch production of primary chicken between chicken for 
industrial processing, and supply to the retail and catering trades although 
each type of customer is likely to demand different qualities of primary 
chicken meat and different specific cuts. A chicken producer will be 
capable of producing any cut from a bird. Third parties also indicated that 
the time needed to switch production would not be prohibitive. However, 
given that no SLC arises on any narrow plausible candidate market, it is 
not necessary for the OFT to conclude on whether individual demand-side 
markets should be aggregated on the basis of supply-side substitution. 

Geographic scope 
 
15. The parties submitted that the relevant geographic market may be wider 

than the UK, and possibly EEA-wide in scope.  

16. The parties submitted that quality requirements do not appear to be 
obstacles to cross-border supply, particularly in relation to the industrial 
processing market. They note that while final consumers may be sensitive 

                                         
6 Case No IV/M.1313 - Danish Crown / Vestjyske Slagterier (09/03/1999), paragraph 49. 
7 Case No COMP/M.3337 - Best Agrifund / Nordfleisch (19/03/2004), paragraph 24. 
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regarding such factors as the country of origin when buying fresh chicken 
products, industrial processors or caterers are less concerned by this.  

17. The OFT received mixed views from third parties on the geographic scope 
for the supply of primary chicken. However, it appears that once birds 
have been slaughtered, primary chicken meat can be imported from the 
continent and that this chicken competes with UK reared primary chicken, 
although some customers indicated that a proportion of their customers 
had a preference for UK reared chicken meat. Several hatcheries indicated 
that live birds could not easily be transported over large distances and 
that they did not generally import or export live birds to the continent. 

18. DEFRA have indicated that all EU poultry meat is marketed to the same 
marketing standard (Commission Regulation EC 543/08). Furthermore, 
DEFRA indicated that the feedback it has received from retailers suggests 
that the majority of consumers’ purchasing decisions are driven by price, 
rather than quality which would indicate a market that is wider than the 
UK. 

19. In this case, it has not been necessary for the OFT to conclude on the 
geographic market since no competition concerns arise on either a UK or 
wider market definition. Taking a cautious approach, the OFT has 
conducted its assessment on a UK market. 

 
Conclusion 

20. The OFT has not considered it necessary to conclude on the precise scope 
of the relevant product and geographic markets in this case since it does 
not affect the assessment in this case. On a cautious basis, the OFT has 
examined this merger on the basis of the supply of primary chicken meat 
to (i) industrial processors in the UK and (ii) catering markets in the UK.  

 
HORIZONTAL UNILATERAL EFFECTS 

 
Shares of supply 

 
21. In the UK-wide market for primary chicken supplied through the retail 

channel the parties have a share of supply of just below 20 per cent with 
an increment of just over three per cent. The OFT notes that, as 
Storteboom is an importer, there is no overlap between the parties in the 
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supply of UK-reared primary chicken. This market share is not at a level 
that would ordinarily give the OFT cause for concern that a merger may 
lead to horizontal unilateral effects 

 
22. It has not been possible for the OFT to gather much quantitative evidence 

on the parties’ market shares in the catering and industrial processing 
channels. However, the qualitative evidence available to the OFT (for 
example, the parties’ own and third parties’ estimates of the parties’ 
market shares) does not suggest that the parties’ market shares are at a 
level that would ordinarily give the OFT cause for concern that a merger 
may lead to horizontal unilateral effects.  
 

23. Further, no third party expressed the view that the merger would give the 
parties any degree of market power in any channel. 

 
Closeness of competition 
 

24. There are several other companies active in the UK primary chicken 
market, and the parties appear to face competition from Moy Park (market 
share around 15 per cent), Grampian/Vion (market share around 15 per 
cent), Faccenda (market share around 10 per cent) and Cargill (market 
share around seven per cent). Customers contacted by the OFT indicated 
that these competitors were credible alternatives to the merging parties. 
 

25. The parties do not serve the same major customers. As noted above, 
there are three main customer channels for the supply of fresh and 
processed chicken: (i) retailers; (ii) food service industry/caterers and (iii) 
industrial processors. The parties’ major customers do not generally 
overlap. This is because 2SFG is a vertically integrated supplier, it 
produces primary chicken products but is also an industrial processor of 
chicken. Its main customers are retailers such as the major UK 
supermarket chains. Storteboom, on the other hand, supplies primary 
chicken to intermediate customers, that is, industrial processors, including 
2SFG, largely for onward processing. It does not supply either primary or 
processed chicken to the retail sector. For this reason, the parties do not 
appear to compete strongly with each other and Storteboom appears only 
to exert a weak competitive constraint on 2SFG. 
 

26. Further, no third parties expressed the view that the parties were close 
competitors. 
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27. Consequently, the OFT does not consider that unilateral effects are likely 

to arise as a result of the proposed merger.  
 

VERTICAL EFFECTS 
 

28. The merger is unlikely to give the parties the ability to engage in 
anticompetitive input foreclosure as the parties will have a market share 
of below 20 per cent in the UK. Furthermore, there are numerous 
alternative chicken suppliers, barriers to switching are low and there was 
an absence of third party concerns.  

29. However, the merger will give 2SFG access to a large quantity of EU 
produced primary chicken meat. Thus, 2SFG will have the ability to 
source a greater degree of product internally, increasing its degree of 
vertical integration. Therefore, the OFT considered whether the merged 
firm may have the ability and incentive to cease purchasing from its 
existing chicken suppliers to such an extent that they may be excluded 
from the market, a form of customer foreclosure. 
 

30. 2SFG is already a vertically integrated business sourcing a majority of its 
chicken requirements internally. Thus, 2SFG purchases relatively low 
volumes of chicken from external producers, the majority of which are in 
product markets that require UK provenance (higher welfare and organic 
birds), so EU produced chicken would not represent a substitute. 
Furthermore, producers have a number of alternative routes to market. 
Therefore, the OFT is of the view that the merger is unlikely to give the 
parties the ability to engage in anticompetitive customer foreclosure.  

 

THIRD PARTY VIEWS 
 

31. Third party views have been discussed above where relevant. 
 

BARRIERS TO ENTRY AND EXPANSION 
 
32. The parties submitted that barriers to entry and expansion are low. Third 

party competitors generally supported this view. 
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33. However, given the outcome of the competition assessment does not 
depend on it, the OFT has not found it necessary to conclude on the 
strength of the barriers to entry and expansion.  

 

BUYER POWER 
 
34. During the course of its investigation the OFT found some evidence of 

buyer power especially among larger customers who submitted that they 
possessed sufficient buyer power to mitigate any unreasonable price 
increase. Given the number of competitors in the market, and the short 
length of supply contracts smaller customers generally felt they were able 
to switch supplier. 

 
35. Given the OFT’s conclusion on unilateral effects, however, it has not 

needed to form a definitive view on customer buyer power. 
 

ASSESSMENT 
 

36. The parties overlap in the supply of primary chicken in the UK. On a 
cautious basis the OFT has assessed the proposed merger on the basis of 
supply of primary chicken to a) industrial processors and b) caterers in the 
UK, although it has not ultimately needed to conclude on product scope or 
geographic scope, given that no concerns arise even on the most 
narrowly defined basis.  

 
37. Unilateral concerns do not arise as a result of the proposed transaction. 

The parties combined market share will be just below 20 per cent and the 
increment to the share of supply is small (around three per cent). Post-
merger the merged entity will face competitive constraints from several 
other suppliers holding significant shares of the market. The parties do not 
appear to be close competitors and generally supply different customer 
groups. 

 
38. Third parties were largely unconcerned by the transaction and believed 

the merger would not impede any ability they had to negotiate prices. 
 
39. Finally, the merger does not give the parties the ability to engage in 

anticompetitive input or customer foreclosure. Additionally, there are a 
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number of alternative chicken suppliers and barriers to switching appear 
low.  
 

40. Consequently, the OFT does not believe that it is or may be the case that 
the merger may be expected to result in a substantial lessening of 
competition within a market or markets in the United Kingdom.  

 

DECISION 
 
This merger will therefore not be referred to the Competition Commission under 
section 22(1) of the Act.  
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