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The Protein Bandwagon

Back in the olden days, just a few years ago, consolidation in the broiler industry meant larger and larger chicken companies. Companies comprised of a number of big complexes were needed not only to produce chicken at the lowest cost per pound but also to mount a marketing effort that would yield the highest return per pound. That period of simple consolidation mostly within the chicken industry appears to be coming to an end. 

 After the recent Tyson-IBP merger, consolidation has taken on a totally new meaning. From now on consolidation is likely to increasingly include combinations across protein segments. Sure, there have been examples before of this kind of consolidation. ConAgra is perhaps the best example. Nevertheless, the stark reality of the largest beef company combining with the largest chicken company brings the protein consolidation issue into sharp focus. The days may be numbered for some of the pure broiler chicken companies. 

Symptomatic of the shift is the lack of listed chicken company stocks. There were once nine pure chicken stocks on the stock market; Cagle’s, Golden, Holly, Hudson, Pilgrim’s Pride, Sanderson, Seaboard, Tyson and WLR. Through consolidation within the chicken industry and between food segments, only three remain; Cagle’s, Pilgrim’s Pride and Sanderson.

Chickens and cows make strange bedfellows but the motivation for consolidation is powerful. The supermarket and foodservice customers of chicken companies are evolving into giant merchandizing systems. Giants will deal mostly with giants.  As explained by John Tyson in an interview with Rod Smith of Feedstuff Magazine in February, neither IBP nor Tyson would have had sufficient resources and structure to remain players in the protein market by themselves. If Tyson does not have sufficient resources to remain a player, what about chicken companies that are 1/10th the size of Tyson? The answer is that some chicken companies may have to climb aboard the protein bandwagon. 
If consolidation across proteins is inevitable, a triage of chicken companies would take place. Triage is, of course, the old medical battlefield term for separating the wounded that will die anyway and the wounded that will live anyway from those that could really use treatment. In chicken industry terms the coming triage may work in the following way;
Those That Will Die Anyway


Small single plant chicken companies with the old plants may close their doors. Such companies may have inefficient complexes that would be costly to renovate. Their one important asset may be that there is no need to seek permission to locate a new processing plant on a site that has long held an existing complex.  
Those That Will Live Anyway

Those that will live anyway may comprise two types of companies. The first type of company could be those that remain pure chicken companies by doing a better job than anyone else in satisfying a particular chicken product niche. The second type will be those that successfully jump on the protein bandwagon.   

Those That Could Really Use Treatment


The final part of the triage consists of those companies that have valuable modern-enough complexes but may lack the courage or initiative to take bold action. These are companies that are not flexible enough to provide what customers want or they are not big enough to negotiate strongly when they can.  There is an opportunity here for the right entrepreneur to pick and choose from those plants and companies that come up for sale across the entire protein sector. In this fashion a viable company can be formed from a number of pieces that, by themselves, are not big enough or flexible enough.
Beyond Poultry, Beef and Pork

Beyond the most common meats there may be future opportunities in fish protein. Tilapia, for example, may be ready for large scale broiler style production thanks to the rapidly evolving technology of closed cycle tanks. Fish production may be another protein to consider pulling up onto the protein bandwagon.       
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