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e COMMISSION Brussels 8.11.1991
OF THE EUROPEAN
COMMUNITIES
MERGER PROCEDURE -
ARTI CLE 6(1)b DECI SI ON
PUBLI C VERS| ON
To the notifying parties
Dear Sirs,

Subj ect: Case N° |V/M46 - METALLGESELLSCHAFT/ SAFI C ALCAN
Notification pursuant to Article 4 of Council Regul ation N°
4064/ 89.

1. The above nentioned operation, notified on 4 COctober 1991
concerns the agreenment between Metall gesellschaft A G (M3
and Safic-Alcan S.A. (Safic) to conbine their natural and
synt heti c rubber busi ness.

2. After exam nation of the notification, the Conmm ssion has
concluded that the notified operation falls within the
scope of application of Council Regulation N 4064/89 and
that it is conpatible with the common nar ket .

| . THE PARTI ES

3. M5 is a major Cerman congl onerate whose share capital is
widely owned. Its activities are centered on trade and
financial services, particularly in relation to non-ferro
nmetal s and engineering services. Its interests extend to
chem cals, mining and recycling (environnental protection).
It conducts its FEuropean rubber activities primrily
t hrough Kautschuk GvbH (KG, a wholly owned subsidiary.
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Safic is a large, nediumsized French undertaking wth
interests chiefly in rubber trading, but also in vegetable
oil trading, the counter trade business in Mlaysia and
| ndonesia, and the distribution of certain <chem cal
Broducts. 78.94 per cent of Safic's share capital is owned
y | FINT S. A, a Luxenburg international investnent thdIn?
conpany that actively manages a diversified portfolio o
i ncome producing assets. 70.5 per cent of |FINI's conmon
shares and 75.1 per cent of its preferred shares are held
by the public. The remaining common and preferred shares
are held by Ms. C. Mentzelopoulos and ultimately the
Agnel li famly.

THE AGREEMENT

Under the agreenment MGwi Il first transfer the shares of KG

to Safic. Safic wll thereafter increase its capital and

issue the new Safic shares to Ma After conpletion, the

omnershl? of Safic's share capital will be as follows: MG

44.44% |fint: 43.88% dinvest, an investnent conpany of

g}??b; Lyonnais: 4.49% the general public: 5.08% Safic:
. 0

JO NT VENTURE

Through the operation, Safic will becone a joint venture
between MG and Ifint. MG and Ifint have agreed to exercise
joint control over Safic. MG and Ifint have agreed to be
equal ly represented on Safic's board. In principle, each
will appoint the same nunber of representatives to the
Safic board.

CONCENTRATI VE JO NT VENTURE

Safic will be a full function joint venture, established on
a permanent basis. Al the current activities of Safic and
KGw Il be included in the joint venture.

Except for its participation in Safic, Ifint has no
interests in rubber trading.

In addition to KG MG also has other interests in rubber
tradi ng out si de Europe. These are conducted through the Oe
& Chem cal Corporation (OCC), New York and MG (Ml aysi a)
Sdn Bhd. Kual a Lunpur. Both are wholly owned subsidiari es.
Al'l rubber business activities of both subsidiaries are to
be transferred to the joint venture. M will therefore
conpletely withdraw fromthe joint venture's market.

The notified operation is therefore a concentration within
t he meaning of Article 3 of the Merger Regul ation.

COVMUNI TY DI MENSI ON

The a%%regate wor | dwi de turnover of MG and Safic exceeds
5000 MECU (MG 9670 MECU, Safic 459 MECU). The aggregate
Community w de turnover in the |ast financial year anounted
to 5909 MECU for M5 and to 303 MECU for Safic. The parties
do not achieve nore than two-thirds of its aggregate
Connunltﬁ-mnde turnover within one and the sanme Menber
State. The operation therefore has a Conmmunity di nension.
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COVPATIBILITY WTH THE COVMON NMARKET

a) Af fected markets

The markets affected by the operation are the trading of
natural rubber (solid and Iiquid) and synthetic rubber. M5
and Safic both trade on these narkets. However, their
act!V|t¥_ on the nmarket of synthetic  rubber IS
insignificant. Their conbined sales represent |ess than [
]1® of the total EEC market and only in Germany does their
conbi ned sal es actually slightly exceed 1% of the national

market. The main affected markets are thus solid natura

rubber and liquid natural rubber - so called |atex.

b) Rel evant product markets

The parties have submitted that there are two product
mar ket s: natural and synthetic rubber.

The production of natural rubber in 1990 anounted to
approximately 5.1 mtonnes of which 10% related to | atex.
Natural rubber is obtained from a plant called Havea
Brasilienis, grown mainly in South-East Asia but also in
Africa and to a very small extent in South Anerica. 80% of
production is sold directly by producers to nmmjor users,
BrlnC|paIIy tyre manufacturers. The remaining 20%is sold
y traders. For latex the proportion sold and distributed
bK tE%gFrs is much higher and of the order of 80 to 90% i n
t he '

The production of synthetic rubber in 1990 anounted to
approximately 10 mtonnes. It is derived from petrol eum
Producers of synthetic rubber are na!nly subsi di ari es of
petroleun1%roups. Production is nore wi dely spread than for
natural rubber. 95% of production is sold by the producers
through their own distribution network. Only 5% is sold
t hrough traders.

Two-t hirds of natural rubber is used for the manufacture of
tyres; one-third, including latex, is used for industrial
aPpllcatlons._ln its main aggllcatlon, i .e. the manufacture
o] tKres, solid natural rubber, is not substitutable with
synthetic rubber. It is not possible to manufacture tyres
exclusively from synthetic rubber. Tyres are usually a
m xture of natural and synthetic rubber, with the m xture
depending upon the application. Both the parties and
conpetitors consider that solid natural rubber and
synthetic rubber represent separate product markets. The
Conmm ssi on shares this view

The parties include solid natural rubber and latex in the
sane product narket. The parties submt that both are
produced by the same conmpanies, nost traders sell the two
categories and that, given the limted size of the |atex
market, latex would not generate a financially trading
activity which could be carried out on an aut ononbus basi s.

Nevertheless, the Comm ssion considers that | at ex
represents a distinct, separate product nmarket. It does so
for the foll ow ng reasons:

(a)

| ess than 5%
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(i) Production: different machinery is required for the
preparation of |atex as opposed to solid rubber.

(i) Applications/substitutability: latex is used in the
manufacture of a nunber of products which are
difficult to obtain fromsolid natural rubber. Its
applications are technically and economcally
l[tmted, e.g.: belts, pipes, surgical gloves,
prophyl actics, Dballoons, toys, adhesives and
elastic fibres.

(iii) Product characteristics: latex requires to be kept
inliquid form It requires specialist handling and
storage in tanks.

(iv) Mar ket structure and demand: unlike solid natural
rubber, latex is sold mainly by traders to a | arger
nugber of clients of smaller size having limted
orders.

(v) Mar ket practice: anongst traders | atex i s perceived
as a separate product market.

As regards the conpetition relationship between |atex and
sKnthetlc rubber, the price of synthetic rubber is |ower
than that of latex, and there is a certain scope for
substitution. There has been a trend for synthetic rubber
to replace latex in a certain nunber of applications. The
correct delimtation of the relevant product market woul d,
however, require considerable study. In the present case
the precise definition can be |eft open since even if the
narrow approach were taken, the operation would not create
or strengthen a dominant position as a result of which
effective conpetition would be significantly inpeded (see
bel ow paragr. 23 to 27).

The relevant product nmarkets for the purposes of the
resent decision are therefore solid natural rubber and
at ex.

c) Rel evant geographi c market

The trade of natural rubber ﬁsolid and liquid) is governed
by the International Natural Rubber Agreenment which was
renewed in 1987. The Agreenent pursues the objective of
stabilizing prices for the benefit of both exporting and
importing countries. This objective is achi eved by a buffer
stock which permts the control of price fluctuations b
interventions in the market through purchases or sales o
nat ural rubber

The 1990 consunption of natural rubber was 5.320.000
tonnes; consunption in producer countries was 648.000
tonnes. lgnoring the very mnor effects due to changes in
buffer stocks, the result is that over 85% of the natural
rubber consunmed in the world has to be inported.

Nat ural rubber constitutes an international comodity which
is traded all over the world. Regarding the sale or
di stribution of solid natural rubber in the Community, the
mai n users of solid natural rubber are tyre manufacturers.
Typlcallg their purchasing requirenments are | arge enough to
war rant buying direct fromproducers. Furthernore there are
no barriers to inports into the EEC. the whole volune
consuned inside the EEC is inported. Therefore, for solid
nat ural rubber, the Conmunity market is integrated into the
wor | d mar ket .
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As regards liquid natural rubber, i.e. latex, in nany
Menber States a small nunber of traders have high market
shares or even a single trader has a very high market
share. However, the Conmm ssion does not consider that in
this case these high market shares in individual Menber
States indicate the existence of separate national markets.
No Menber State constitutes a protected market. In any
given Menber State the existing traders will be subject to
conpetition frominports fromother countries. Traders from
ot her Menber States wll be able to quickly and easily
transfer supply to a given Menber State. Al though Safic is
rimarily based in France and KG in Germany, both sel
atex in nost Menber States.

The sale and distribution of latex is made to a |arge
nunmber of custonmers having relatively limted purchasing
requi rements. Their needs for speedy and flexible supply
can in practice only be satisfied by traders having access
to |l atex storage tanks | ocated in the Comunity. Therefore,
t he rel evant geographic market for sale of |atex would seem
to be the Comunity.

d) Assessnent of market position of the conbined firns

Solid natural rubber narket

The merger of M5 s and Safic's rubber businesses will not
give riSe to a dom nant position on the market for solid
rubber because:

(i) The conbined market share of the pa
Community is between [ ] and ( (
the basis of inports). Further e basi s of
the .information available to th Conm ssion_ the

conbi ned market share on a worl d-wi de | evel is of the
order of [ ] to [ ]®.

(ii) Metallgesellschaft and Safic are only traders in this
mar ket 80% of the world production |s sold
producers directly to the custoners; these direc
sal es are increasing. MG and Safic have no structural
link with producers with whom they have to conpete:
they can only conpete on price and better service
(quick deliveries).

s in the
ul ated on

(tii) Two-thirds of the world Productlon is for use by the
yre. —manufacturers: hese custoners have a
consi derable buying power because the volunes
purchased are very inportant.

(iv) solid rubber is a commodity market which is subject
to fluctuation and specul ation (though reduced by t he
buf fer st ock mechani sm : on. this mar ket
Met al | gesel | schaft and SafiC are price takers rather
than price makers.

i
hi nder ed financial or technjcal obstacles: t
in solid Tubber requires mainly a good |og
system and a transport capability covering a
geogr aphi c area.

(v) new entrg into the solid rubber market S d_not
radin

y I sticS

w de

mar ket s: excl usi ve suppl i er-custoner arrangenents a
notk ? wi despread and inportant practice in th
mar ket .

(vi) there is no problem of access to supply or sales
re
IS

(b)
(a)

| ess than 25%
| ess than 5%



23.

24.

25.

26.

27.

Lat ex mar ket

Traders are much nore inportant than producers in the
distribution of latex. The latex market is relatively
concentrated within the EEC. In nost countries only 5 or 6
conpetitors are active in the market. The market shares for
Safic and MJ KG are nuch higher. At the Conmunity |evel,
Safic and KG have a market share of approximately [ ](9.
It will be by far the largest trader in the Community.

Mar ket shares at the Community level for its principa
conpetitors are nuch smaller since, unlike Safic and KG
they tend to have a high market share in only one, two or
at nost three Menber States and have no spread of strength
accross a larger nunber of Menber States. By way of
exanpl es: Symington has a [ ](® market share in the United
Ki ngdom which reduces to approximately [ ] at the
Community level; Guzman has a [ ](9 share in Spain which
decreases to around [ ] at the Community | evel; Wirfbain
has a | l(@ share for Bel gi um Luxenburg, [ ] for Italy
and [ ]®™ for Germany giving in the region of [ ]( for
the Community; lastly, Nordmann and Rassmann have a [ ](®
and [ ] share for Germany and Italy respectively, which
corresponds to [ ] at the Comunity |evel.

However, the proposed concentration does not create a
dom nant position which would significantly inpede
effective conpetition in the Conmon market. The remaining
conpetitors are strong conpanies having the necessary
financial strength to sell in all countries of the
Community and to quickly react to any attenpt by the new
entity to increase prices. These conpetitors are Nordnmann
and Rassmann, Sym ngton, Wirfbain, Guzman, Sigla (a
subsidiary of Guthrie), Pacol Harborn, Wber and Schaer
Durieu & Co, Marsmann, Lew son and Marshall, Cargill etc.
Sone of these conpetitors are |inked to producers. This is
not the case for M{ Safic.

Custoners are not tied to Md Safic by [ong term exclusive
purchase contracts. They may at any tinme and for each order
obtain supplies fromother traders.

Demand can also at |east partially be satisfied for a
nunber of applications by synthetic rubber which is |ess
expensi ve and produced by several | arge petrol eum groups.

The fact that M& Safic acquires hi gh market shares in three
Menber States (above 50% in France, Italy and Portugal)
does not in this case prevent effective conpetition from
other traders in these countries. There are no significant
barriers to entry to these countries which led to the
concl usion that the geographic scope of conpetition is the
Community as a whole and not individual Menber States.

(c)
(d)
(e)
(f)

| ess than 50%
| ess than 10%
| ess than 30%
| ess than 20%



VIil. CONCLUSI ON

28. Based upon the above findings, the Conmm ssion has conme to
the conclusion that the proposed concentration does not
create or strengthen a dom nant position as a result of
whi ch effective conpetition would be significantly inpeded
in the conmon market or in a substantial part of it.

For the above reasons, the Comm ssion has deci ded not to oppose
the notified concentration and to declare it conpatible with the
common market. This decisionis adopted in application of Article
6(1)b of the Merger Regul ation.

For the Conmi ssion,
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