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To : notifying parties

Dear Sirs,
Subj ect: Case No. IV/M 112 - EDS / SD Sci con

| . The parties

SD-Scicon is a systens and software services conpany, based in
the UK, with its operations centred in the UK and France. In
these countries SD-Scicon's principal activities are systens
i ntegration, facilities nmanagenent, processing services,
consul tancy, software products and sof t ware devel opnent servi ces.
In the United States SD- Sci con owns a company which operates in
t he vehi cl e i nspection busi ness, operating road vehicle em ssion
i nspection and safety testing facilities for state authorities®,

EDS is a US-based nulti-national |IT Services conpany. It has
offices in all Menber States, except G eece. EDS provi des systens
managenent, systens integration, systens developnent and
consul ting services.

EDS is a whol |l y-owned subsidiary of General Mtors Corporation
General Mdtors has no other controlling interests in IT services
conpani es asi de from EDS

(1) These operations are immterial for the purposes of the present
anal ysi s.
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11, Concentration with a Conmmunity di nension

General Mdtors' worl dw de turnover in 1990 was 97.93 billion ECU of
whi ch nore than 250 million was in the Community.

SD- Sci con had a worl dwi de turnover of 359 mllion ECU in 1990 of
whi ch over 250 mllion ECU was in the Community.

The two undertaki ngs concerned did not, in 1990, achi eve nore than
two-thirds of their aggregate Communi ty-w de turnover in one and t he
same Menber State.

I1l. Assessnent

Mar ket definition within the IT services sector is particularly
difficult. The boundaries between the various categories and sub-
categories of such services are blurred. The ability to provi de one
service often leads to the ability to provide another. The skills
necessary to undertake contracts in the various categories are
simlar.

In the context of the present notification, it is unnecessary to
reach a final conclusion on the question of product and geographic
reference market definition. The Conm ssi on has exam ned t he effect
of the operation on the market as a whole as well|l as on sub-nmarkets
and has reached the conclusion that irrespective of market
definition the notified concentration will not create or strengthen
a dom nant position as aresult of which effective conpetition would
be significantly inpeded.

The overall IT Services market is very fragnented. No conpany has
a mar ket share exceeding 10%wth the 5 | argest conpanies (I BM CAP
GCem ni Sogeti, Reuters, Sienens and Bull) having a conbi ned mar ket
share of | ess than 16% Over 100 conpani es are active on the market.

This general market can be divided in to the follow ng market
segnent s:

1. Syst ens managenent / Systens  operati on: the nmanagenent,
mai nt enance and operation of an existing systemfor a client.

2. Systens i ntegration: this includes the integration of existing
systens by neans of the devel opnent and i nstall ati on of custom
software for clients. Sone statistics include within this
category the supply and installation of new systens (systens
devel opnent) .

3. Pure consulting: this frequently precedes the other activities
and may take the formof advice on the best way to address a
busi ness problem including sone formof conputerisation.

4, Processing services: this involves the "contracting out" of
certain data processing needs. A nunber of different
i ndustries use such services, particularly banking, insurance
et c.

If these were accepted to be rel evant markets, a conbi ned EDS/ SD-
Sci con group woul d have a market share of |ess than 10%in Western
Europe for all markets except systens operation, in which it would
have 13% of a fragnmented market.
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EDS ar gues that markets are national and not Community-wide. If this
i s accepted, the nmerged group woul d have the fol |l ow ng mar ket shares
of 10% or nore:

- UK systens integration 10%
- UK systens operation 14%
- French systens operation 16%

An alternative classification mght be to exam ne the service sector
according to the clients served. | NPOUT, a source of market data for
this industry defines the follow ng three categories, which require
skills on behalf of the service supplier that are often
i nterchangeable within these categories:

- banki ng and finance

- discrete manufacturing (manufacturing fromsub-assenblies rather
that raw materi al s)

- process manufacturing (manufacturing from raw materials or
commodi ties).

If the market for IT services was so divided, the conbi ned group
woul d have |l ess than 10% in any of the sectors in the EEC, France
or the WK

A market mght also be defined nore narrowWy according to the
i ndustry purchasing the servi ces. EDS does not divide its operations
in such a manner, and no public data has been identified in this
respect. However, even if such a definition was adopted, there are
no indications leading to the suspicion that EDS/ SD- Sci con woul d
have a dom nant position in any market.

| V. Concl usi on

The effect of the concentration on a nunber of different markets has
been exam ned. This analysis leads to the conclusion that the
followng characteristics apply to all feasible product and
geogr aphi ¢ market definitions:

- the markets are fragnented,

- barriers to entry are low. in essence, the only requirenent to
enter the market is technically qualified personnel,

- high degree of supply-side substitutability between the various
submar ket cat egori sati ons,

- there is often demand-side substitutability between different
suppliers,

- low market shares of a conbi ned EDS/ SD- Sci con group.

These characteristics | ead to the concl usion that the operationw |
not create or reinforce a dom nant position as a result of which
conpetition is significantly inpeded.



- 4 -

For these reasons, the Conm ssion has decided not to oppose the
notified concentration and to declare it conpatible with the common
mar ket. This decision is adopted in application of Article 6(1)b of
Counci | Regul ation N° 4064/ 89.

For the Conmm ssion
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