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Dear

Re :

COMMISSION Brussels 18.12.1991

OF THE EUROPEAN
COMMUNITIES

MERGER PROCEDURE
Article 6(1)b) Decision

VERSI ON FOR THE PUBLI C

Regi stered with advice of
Delivery

To the notifying parties

Sirs,

Case No. I'V/ML21 - Ingersoll-Rand / Dresser
Notification of 19.11.1991 pursuant to Article 4 of Council
Regul ati on No. 4064/89 (Merger Regul ation).

The above joint notification concerns the proposed setting
up of a joint venture ("Newco") by two United States
conpani es, Dresser Industries Inc. ("Dresser”) and
I ngersoll -Rand Co. ("lIngersoll-Rand"), ("the notifying
parties”) to which the parties intend to transfer all of
their respective worldw de industrial punp business.

After exami nation of the notification, the Conm ssion has
concluded that the notified operation falls within the
scope of Council Regulation No. 4064/89, and that it does
not raise serious doubts as to its conpatiblity with the
common mar ket .
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Telephone: direct line 29..... exchange 299.11.11 - Telex COMEU B 21822 - Telegraphic address COMEUR Brussels telefax 29.......



THE PARTI ES

Dresser is a mjor worldw de supplier of products and
services involved in petroleumand natural gas exploration
and devel opnent, energy processing and conversion,
engi neering services, mning, industrial punps, and other
selected industrial activities.

I ngersol | -Rand nmanufactures and sells primarily non-
el ectrical machinery and equi pnent. Its principal products
include machinery for mning, pulp processing, road
bui | di ng, construction, aircraft-support, fluid-handling,
f ood- processi ng, materi al handling, wi nches, forklifts, air
conpressors and pneunatic val ves, precision engineering
product s, i ndustri al punps, and ot her i ndustri al
activities.

Both notifying parties are primarily active in the North
Ameri can market, although they have substantial interests
and production facilities worldw de.

COVMUNI TY DI MENSI ON

The conbi ned aggregate worl dw de turnover of Dresser and
I ngersoll-Rand in the last financial year was 6.4 billion
Ecu. Both parties neet the requirenents of Article 1(2)b),
each having had an aggregate community w de turnover in
excess of 250 mllion Ecu for the last financial year,
nei ther party achieving two-thirds of this turnover within
one Menber State. The proposed concentration thus has
communi ty di mensi on.

CONCENTRATI ON.

The notifying parties intend to transfer, with two limted
exceptions, the whole of their conpeting operations in the
i ndustrial punp sector to Newco. This joint venture wll
perform on a lasting basis all the functions of an
aut ononmous economc entity, and will not give rise to
coordination of the conpetitive behaviour of the parties
anongst thensel ves or between them and the joint venture.

Joi nt Control

The organisation of Newco is set out in two agreenents
bet ween the notifying parties, the "Organi zati on Agreenent”
and the "Partnership Agreenment”. By these, Ingersoll-Rand
will own a 51%interest in the partnership, and Dresser the

remaining 49% A 5-nmenber Managenent Conmittee w il be
responsi bl e for the day-to-day managenent of Newco, 3 of
whose nenbers will be Ingersoll-Rand appoi ntees, one of

which will be appointed Newco's CEO and Chairman of the
said Cormittee. Dresser appoints the renaining nenbers of

t he Managenent Commttee. A nunber of decisions wll be
taken by sinple mpjority. Certain strategic decisions,
however, wll require the witten agreenent of both

parents. Anongst these, the npbst significant is the
approval of, and any material changes to, the long term
busi ness pl an and annual business plan of the venture. The
annual business plan will set forth the joint venture's
yearly operational plan, whereas the |ong-term business
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plan will set forth its "strategic plan" over a 3-5 year
peri od, reviewed annually. Both will address such matters
as [...]. This nmeans, in practice, that Dresser's consent
isrequired in designating the commercial activities of the
venture throughout the foll ow ng and subsequent years, and
to make any changes thereto.

[ The foregoing contractual rights] give Dresser an
i nfl uence on t he day-to-day nanagenent of Newco goi ng above
and beyond those normally accorded to a mnority
sharehol der, and lead to the conclusion that this venture
will be jointly controlled by the two parent conpanies.

Absence of Coordi nation

Wth two exceptions, the transfer to Newco will conprise
the whole of the notifying parties' operations in the
industrial punp sector. Dresser will retain through the

Mono group, a non-conpeting cavity displacenment punp
production line, for niche markets. The "Mno G oup punp”
has a rubber cavity contai ning a sl ownoving eliptical bar,
which is entirely different from the solid netal casing
used in punps to be transferred to Newco. Thus while the
|atter are designed to punp "clean" liquids in large
gquantities at high pressures, the fornmer are used in such
applications as noving slurries in mnes and in food
processing. Simlarily, the punping devices that Ingersoll -
Rand produces and wll retain, through its hand-tool
manuf acturing subsidiary the Aro Corporation, are snall

| ow vol une, | ow pressure, single piston and di aphragm punps
used i n conpressed air technol ogy. Both of these production
i nes occupy their own niche markets, and do not fit into
the general catergory of industrial punps. They wl]l
neither conpete wth the activities of Newco, nor wll
t hey conpete inter se.

This is reinforced by the presence in the agreenent of an
ancillary restraint in the form of a non-conpetition
cl ause, binding for the duration of the parties' interest
in the joint venture, and for one year thereafter. The
parties can thus be said to be withdrawing fromthe joint
venture's market. There exist other joint ventures between
these two parties, but they are active in wunrelated
mar kets, and do not give rise to coordination of the
conpetitive behaviour of the parties anongst thensel ves, or
bet ween them and the joint venture.

The joint venture is thus concentrative, within the neaning
of Article 3 of the Merger Regul ation.

COVPATIBILITY WTH THE COVMON NMARKET

Af f ect ed Product Market

The joint venture wll conprise all of the respective
"industrial punp” operations of the notifying parties. (The
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value of this overall market within the Comunity was in
1990 + 3.900 mllion ECU.) This general market definition
can be further classified into three main markets :

(a) Reciprocating Punps (value in 1990: = 460 m|lion ECU)
based on a piston cycle, which produces a pulsatin

flow of liquid, at high pressure and iI1n snal
quantity.

(b) Centrifugal Punps (value in 1990: £ 1.900 mllion ECU)
produces a higher quantity of liquid, at |ower but

nore constant pressure. This category can be further
sub-divided into, inter alia, single-stage and nulti-
stage centrifugal punps, differing in the ratio of
guantity to pressure that they produce.

These two classes of punps conprise the bulk of the
arents' product lines, and consequently those of Newco.
esser alone is engaged in the manufacture of the third

category, which will also be transferred to Newco :

(c) Rotary Punps (value in 1990: = 370 mllion ECU) -
OEerate on a gear or screw cycle, producing certain of
the flowcharacteris-tics of the other two categories.

Classification of punps according to end-use industries is
also sonetines used (e.g. water and effluent treatnent,
chem cal industries, oil and gas production, etc.).

In this case, the precise delimtation of the relevant
product markets need not be SPeC|f|ed because the parties
concerned do not achi eve signitficant market shares, even if
one considers that the nore narrow y-defined product
markets i e. single-stage and nulti-stage centrifugal punps,
constituted separate product narkets.

Geogr aphi ¢ Ref erence Mar ket

The geographic reference nmarket is the European Community.
Al major manufacturers on the industrial punp narket are
active in all Menber States. Mny have production
facilities within the Community, and there is considerable
reci procal penetration between individual Menber States.

Conpetitive Assessnent

The concentration of the industrial punp operations of the
notifying parties into one joint venture will not create or
strengthen a dom nant position within the common nmarket.

The conbi ned market share of the two notifying parties in
the Community punp industry is under [1]1. In the market
for centrifugal punps alone, the share remains under []1,
and if further subdi vided into single-stage and nulti-stage
centrifugal punps, the conbi ned market shares do not exceed
10% In both the reciprocating and rotary punp narket the
figure drops to around []2.Thus the conbination of the
mar ket shares of the parties would not |ead to a dom nant
position in any of these markets.

Wl |l bel ow 10%
Wl | bel ow 10%
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This is reinforced by other characteristics of the market:

- There are at | east twel ve other nmgj or punp manufacturers

active on the European nmarket, some of whom are
subsi di ari es of non-European conpanies. Exanples include
KSB, Goul ds Punps, Sul zer Punp Di vision, Scanpunp, and Weir
Punps. In 1989 there were 6 conpetitors with a higher share
of the European market than that resulting from this
concentrati on.

- The market is conpetitive, not only in relation to
price, but also in relation to quality and innovation.
Al t hough the basic technol ogy has changed little in recent
years, punps for industrial application represent a
considerable investment for the conpanies concerned,
resulting in pressure on the manufacturers to produce the
nost efficent and cost-effective punps on the nmarket.
Furthernore, it appears that sone of the conpetitiors also
have appreci abl e excess capacity.

- The purchasers of these punﬁs are generally l|arge
industrial custoners, having thenselves sophisticated
engi neeri ng departnents, whose know edge contributes to the
buyi ng power of the conpany.

ANCI LLARY RESTRAI NTS

The draft Organi zati on Agreenent contains a non-conpetition
covenant by whi ch Dresser and I ngersol | -Rand are prohibited
fromdirectly or indirectly en%aglng_or i nvesting in any
busi ness in conpetition wth the business of the venture
for as long as they own any interest in the venture, and
for a period of one year thereafter. The Conm ssion finds
the non-conpetition clause to be directly related and
necessary to the inplementation of the transaction, and is
t hus covered by the present deci sion.

FlI NAL ASSESSMENT

In view of the above findings, the Conm ssion has cone to
t he concl usi on that the proposed transacti on does not raise
serLous doubts as to its conpatibility with the comon
mar ket .
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20. For the above reasons the Conm ssion has decided not to
oppose the notified concentration and to declare it
conpatible with the conmon nmarket. This decision is adopted
h86zygblcatlon of Article 6(1)b) of Council Regul ation No.

For the Conmi ssi on.

Pl ease note that third parties showi ng a sufficient interest can
obtain a copy of this decision. You are therefore invited to
informthe Commi ssion, within 7 days followi ng notification of
t hi s deci sion, whether you consider that it contains business
secrets which you wish to have deleted before distribution to
third parties. You shoul d gi ve reasons for any such request which
the Conmmission will evaluate before distributing copies of the
decision to third parties. If the Conm ssion does not receive a
reasoned request within the stipulated period, it will consider
taht you agree to the distribution of the full text of the
deFI?IOH. our request should be sent by registered letter or
telefax to

Commi ssi on of the European Communities
Directorate General for Conpetition (DG IV)
Mer ger Task Force

150 Avenue de Cortenberg

B - 1049 Brussels

Fax n° 32/2/236.43.01
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