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Market Concentration

• International – investigations into digital markets 
• Conduct of Amazon, Apple, Facebook and Google
• Concern – dominance in digital markets
• Firms engaged in anti-competitive conduct
• Investors avoided investing in companies that competed with the dominant firms in 

online markets 

• South Africa – National Treasury report on economic transformation, inclusive growth 
and competitiveness

• Concentrated nature of the South African economy – an impediment to inclusive 
growth

• Policies to encourage new firm entry were lowering barriers to entry and promoting 
small business growth



Market Concentration

• Market Concentration – Measures extent to which market shares are concentrated 
between a small number of firms (OECD)

• Competition Commission - ‘a growing, deconcentrated and inclusive economy’
• 2021 Concentration Study: patterns of concentration and participation in the South 

African economy – 144 sectors 

• Section 7 of Competition Act : A firm is dominant in a market if-
• (a) it has at least 45% of that market; 
• (b) it has at least 35%, but less than 45%, of that market, unless it can show that it 

does not have market power; 
• or (c) it has less than 35% of that market, but has market power



Highly concentrated + dominant firm 
• “Sin” industries (alcohol, gambling and cigarettes)
• Farming inputs ( various seeds and seed treatment, 

fertilisers)
• Agro-processing (grain processing for human 

consumption, fisheries)  
• Healthcare (medical schemes and administration, 

pathology)
• Communications (mobile, FTTH, publishing and 

broadcasting)
• Upstream steel value chain (iron and ferrochrome 

mining, crude steel production) and chemicals 
(plastics, ethanol) 

Source: Competition Commission – Concentration tracker 

Summary of concentration across SA economy



Changes in concentration over time 
• Highly concentrated markets becoming more concentrated
• Increasing consolidation in licensed sectors – fisheries, retail pharmacy, renewable energy and gambling

Source: Competition Commission – Concentration tracker 



Participation  
• Low levels of participation in concentrated markets 

Source: Competition Commission – Concentration tracker 



Distribution of firm income 
• Top 10% of firms have 86% of total turnover; 1.6% for the bottom 50% 
• Gini coefficient for firm distribution is 0.84



Concerns with concentrated 
markets 

• Literature  
• US – Increased concentration associated with falling labor share of income, 

declining private investment, and rising corporate profit rates and markups
• Effect on consumers 

• Higher prices 
• Fewer choices 
• Quality of product of service 

• Effect on new entry – transformation 
• Increased barriers to entry 
• Strategic barriers 

• intentionally created or enhanced by incumbent firms in the market, possibly for 
the purpose of deterring entry (OECD)



Gambling Industry 
Concentration 
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Dominance across the gambling modes 

• Casino – two largest operators control over 80% of national market (GGR)
• Bingo – two largest bingo operators – 92% share of bingo outlets
• Major casino operators also prominent in other gambling modes  

• Via merger transactions 
• Two largest casino operators are also the two largest LPM operators, holding almost 

80% market share 
• Two of the three largest LPM operators – also the largest bingo operators 
• Major casino operator – large market shares in the betting market 





Casino market consolidations 

• Recent merger activity: New venture (Tsogo Sun main shareholder) 
acquired Emerald Casino in Gauteng

• Gauteng has 7 available licences for casino market 
• Tsogo Sun – increase to 4 of 7 post-merger

• Tsogo Sun had the highest market shares in Gauteng 
• Merger entrenches Tsogo Sun’s dominance

• Merger reduced the number of competitors in Gauteng from 4 to 3 



Betting market consolidations 

• Betfred SA (Betting World, Sepels Sportsbet, Sepels Best Bets) acquisition of 
LottoStar

• LottoStar – dominant firm in Mpumalanga 
• Market share accretion low – Betfred SA had small market shares.  

Increased market entry – signal low barriers to entry 
• The number of operational bookmakers increased by 40% between FY2020/21 and 

FY2021/22 (186 to 261 bookmakers)



• 4Racing acquired Phumelela Gaming and Leisure Limited

• 4Racing is a newly established firm 
• Gained sole control of Phumelela – no change to the market 

structure

• Horse racing sector is not transformed
• Commitment – the merged entity will dispose of at least 25% of its 

shareholding to historically disadvantaged persons (“HDPs”) 

Betting market acquisition 



Conclusion 

• SA economy - trend towards more concentration in highly concentrated 
markets 

• SA economy and market structure  - not been conducive to small and 
medium enterprise growth

• Gambling industry 
• Highly concentrated, increasing concentration
• Dominance across different modes 
• Undermines transformation objectives 

• Competition Commission recommends more deliberate action to change 
this trajectory 
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