
COMMISSION DES COMMUNAUTÉS EUROPÉENNES

COMMISSION OF THE EUROPEAN COMMUNITIES

Commission Decision

of 12/12/1998

authorising the acquisition by British Steel plc of 33% of the shares and joint control of
Europipe GmbH

(Case IV/ECSC.1272 - British Steel/Europipe)

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European Coal and Steel Community, and in
particular Article 66(2) thereof,

Having regard to the notification made on 23 January 1998 in which British Steel plc (BS), AG der
Dillinger Hüttenwerke (DH) and Mannesmannröhren-Werke AG (MRW) notified a proposed
operation to the Commission whereby BS would acquire 33% of the shares in, and joint control of,
Europipe GmbH (Europipe). Europipe is currently a joint venture between DH and MRW.

I. THE PARTIES

1. British Steel was formed in 1988 by vesting the assets of the British Steel Corporation into
British Steel plc under the British Steel Act. The shares were subsequently floated and BS is
now a public company listed on the London and New York stock exchanges. Its main
activities are the production and distribution of ECSC steel products. It has major production
facilities in the United Kingdom, Germany, Sweden and the USA. In addition it manufactures
and distributes a range of steel products including Large Diameter Longitudinally Welded
Pipe (LDLWP) that are not covered by the ECSC Treaty.
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2. DH is engaged in the production of steel, particularly heavy plate suitable for a number of
purposes including ship building, pressure vessels, linepipe as well as general and special
purpose steels. It has a wholly owned subsidiary GTS Industries based in Dunkerque which is
also a heavy plate producer. It is owned by Usinor with 48.75% of its shares, the Land of Saar
48.75% (directly and indirectly through Saarstahl) and Arbed 2.5%.

3. MRW, which is owned by Mannesmann AG (79%) and Thyssen (21%) was established in
1970 and is engaged in the production of steel tubes and pipes and of the feedstock for
such products. It also has extensive trading and distribution activities in these and related
sectors.

4. Europipe was set up in 1991 to take over the LDLWP interests of Mannesmann (through
MRW) and the LDLWP and spiral welded pipe operations of Usinor (through DH and
GTS). Its shares are currently held by Mannesmann (through MRW) and DH, these parent
companies each have 50% of the shares and exercise joint control over Europipe. The
creation of Europipe was authorised under Article 66 of the ECSC Treaty on 17 December
1990.

II. THE OPERATION

1. BS will contribute its LDLWP operations, two mills in North East England, and an agreed
amount of working capital to Europipe in exchange for new shares in Europipe. BS will
also buy approximately 5% of Europipe�s shares from each of the existing share holders.
As a result of these transactions each of the partners will have 33.3% of the shares. Joint
control will be assured by a share holders� agreement.

III.  CONCENTRATIVE JOINT VENTURE

6. BS, DH and MRW will jointly control the new joint venture. Enlarged Europipe will be
established with an Executive Management and a Partners Committee. The Executive
Management will consist of four managing directors responsible for the day to day
management. Important matters require the prior approval of the Partners Committee.

7. Each of the parties will appoint an equal number (3 out of 9) of members of the Partners
Committee of the new joint venture and modifications to the business plan must be approved
unanimously by the parent companies. Similarly, the Shareholders Agreement lists a number
of matters that require the unanimous agreement of the Partners Committee, including i)
acquisitions or disposals above a certain size, ii) organisation of the executive management,
iii) major financial decisions and iv) decisions falling outside the normal commercial setting.
Therefore, each party will have the possibility to exercise decisive influence over the new joint
venture.

IV. COMPETITIVE ASSESSMENT

8. BS, MRW and DH are all undertakings within the meaning of Article 80 of the ECSC Treaty
by virtue of their production and distribution of ECSC products. Europipe is not an ECSC
undertaking its only production being of steel tubes. As the operation involves at least one
ECSC undertaking it falls under Article 66 ECSC.
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9. As Europipe produces only non-ECSC products there is no overlap between BS and
Europipe in relation to ECSC products; BS will, however, supply ECSC products to the
enlarged Europipe.

10. BS is a producer of quarto plate, the raw material for large diameter longitudinally welded
pipe (LDLWP). DH and MRW are also producers of quarto plate. The BS pipe making
operations that will be integrated into Europipe are supplied at present from its own plate
mills (32% in 1996/7), by DH (66%) and to a very minor extent (less than 7,000 tonnes or
2% in the each of the last six years) by other suppliers. Therefore the integration of BS�s
pipe making operations into Europipe will result in only a very small potential increase,
(less than 1%) in the total sales of BS, DH and MRW of quarto plate and will not give any
of the parents an artificially privileged position in relation to access to markets. If only the
plate for pipe making production of these companies is considered the additional increase
is still less than 1%.

11. Similarly the small potential increase in sales of the parents to Europipe will not, even if it
was realised, affect the availability of supplies to competing tube makers. Alternative
supplies are available from ILVA, Thyssen Krupp Stahl, Preussag, Rautaruukki, SSAB and
Voest Alpine. Furthermore DH currently supplies competing producers and will continue
to do so. Competing producers will not therefore be disadvantaged by the proposed
operation. The proposed operation would not result in any significant change in the market
situation regarding the supply of quarto plate.

12. BS is also a supplier of hot rolled wide strip, the raw material for spirally welded pipe, the
other product made by Europipe. The average consumption of Europipe over the last three
years has been less than 100,000 tonnes a year. None of which was supplied by BS which
does not produce spirally welded pipe. The maximum additional sales which might accrue to
BS is therefore less than 100,000 tonnes, less than 2% of BS�s production of hot rolled wide
strip in 1996 (7.1 million tonnes). The fact that BS will become a parent of Europipe will not
give Europipe an artificially privileged position in relation to supplies of hot rolled wide strip
as Community steel producers make over 60 million of the material, ensuring adequate
supplies for competing producers.

V. ARTICLE 65 ECSC

13. The parties have made a number of agreements including a contract for the supply of plate
to the enlarged Europipe. These arrangements fall to be examined under Article 65 of the
ECSC Treaty.

V. CONCLUSION

2. On the basis of the above the proposed operation will not give the parties the power to
determine prices, restrict or control the production or distribution or to restrict effective
competition in a substantial part of the market for quarto plate or hot rolled wide strip nor
will the parties be able to evade the rules of competition set out in the ECSC Treaty in
particular they will not establish an artificially privileged position involving substantial
advantage in access to supplies or markets.
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3. Therefore the requirements of Article 66(2) of the ECSC Treaty are fulfilled, the notified
transaction may be authorised,

4. HAS ADOPTED THIS DECISION:

Article 1

The acquisition of 33% of the shares and joint control of Europipe GmbH by British Steel
plc is authorised under Article 66.2 of the ECSC Treaty.

Article 2

This Decision is addressed to:

The notifying parties

Done at Brussels,

For the Commission


