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Dear

COMMISSION Brussel s 18. 12. 1991

OF THE EUROPEAN
COMMUNITIES

PUBLI C VERSI ON

MERGER PROCEDURE
ARTI CLE 6(1) b DECI SI ON

To the notifying party

Sirs,
Case No IV/M 165 - Al catel/AEG Kabel
Notification of 5 Novenmber 1991 pursuant to Article 4 of
Counci| Regul ati on No 4064/ 89

The proposed concentration consists of the acquisition by

Al catel Cable S. A of AEG Kabel, the cabl e busi ness subsi di ary
of AEG AG The entire cable business of AEG AG wll be
transferred, subject to a prior spin-off of the cable harness
activity (notor vehicle cables) which will be retained by AEG
AG Alcatel Cable will acquire 96.8 % of the shares of AEG
Kabel .

After examnation of the notification, the Conmm ssion has
concluded that the notified operation falls within the scope
of Council Regul ati on No 4064/ 89 (the Regul ati on) and does not
rai se serious doubts as to its conpatibility with the conmon
mar ket .

Concentration

Al catel Cable S.A ("Alcatel") is 66,66 %owned by Al catel NV
and represents 28 %of the total activities of the latter. Its
ultimate parent conpany is Alcatel Alsthom |t operates
t hr ough maj or divi sions and subsidiaries in France and t hrough
subsidiaries or controlling interests in Germany (Kabel netal
Electro), Belgium Italy, Spain, the UK Geece, Ireland,
Australia, Scandinavia and the USA. In nost of these
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countries it holds a significant market position. At the world
| evel Alcatel is the market | eader in the tel ecomunications
and power cabl es sectors.

AEG Kabel is the cable business subsidiary of AEG AG its
ultimate parent conpany is Daimler-Benz AG |ts operations are
| argely concentrated in Germany.

The core business of Alcatel NV is focused on communi cation
systens and cabl es. AEG Kabel's principal activities are the
desi gn, manufacture and sale of power and tel ecomunication
cabl es and general and speciality wring.

By t he above nenti oned transaction Al catel acquires control of
the whole of AEG Kabel. Therefore, the operation is a
concentration within the neaning of Article 3(1)(b) of the
Regul ati on.

Communi ty Di nensi on

For the 1990 financial year, the conbined turnover of Al catel
NV and AEG Kabel was Ecu 14,367 mllion. The Comunity-w de
turnover of Alcatel NV and AEG Kabel both exceeded Ecu 250
mllion. The parties did not achieve nore than two-thirds of
their aggregate Conmmunity-w de turnover within one and the
sane Menber State. Thus, the operation has a Community
di mension within the neaning of Article 1(2) of the Merger
Regul ati on.

Request for referra

On 28 Novenber 1991 the Conmmi ssion received a communi cation
from the German Bundeskartellant wunder Article 9 of the
Regul ati on. The Bundeskartel |l ant took the viewthat the German
markets for telecomrunication cables and power cables
represent distinct markets that the proposed concentration
woul d create or strengthen a dom nant position for Al catel/AEG
Kabel in these two markets which woul d be held by the nerging
conpani es and two ot her conpani es whi ch toget her woul d forman

ol i gopol y.

The Comm ssion concluded that there is no distinct German
mar ket for tel econmuni cati on cabl es and that al though thereis
a distinct German market for power cables, the proposed
concentration wll not threaten to create or strengthen a
dom nant position as a result of which effective conpetition
woul d be significantly i npeded in that market. The request for
referral of the case to the German authorities has
consequently been rejected.

The product narkets

A cabl e can be defined as a conductor of copper, al um nium or
optical fibre together with an insulant whichinturnis often
sheat hed or arnoured. Despite this general definition, a key
feature of cable making is the sheer variety of materials and
cabl e desi gns, each of which will correspond to the particul ar
environment in which the cable will be installed and to the
transm ssion it has to assure.
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The general cabl e market can be divided into several different
markets. The notifying party has used the segnentation
generally accepted in the industry distinguishing the
foll owm ng markets : tel ecomuni cati on cabl es and wires, power
cables, overhead alum nium bare conductors, installation
cables and wires, and enanelled and wi nding wres.

a) The tel ecommunication cables and wire market

This market is conposed of cables which are used for the
transm ssion of information and data. It includes opti cal
and netallic external and i nternal tel ephone cabl es, data-
network cables, instrunment cables and high performance
cabl es used by the defence industry.

Certain factual elenents indicate that copper cables and
optical cables formpart of the same market. There is a
clear trend indicating that netallic cables are being
replaced by optical fibre cables. This substitution is
being carried out at present for the nmain networks. The
subscri ber networks are still mainly netallic and the rate
at which they wll be replaced and the technol ogical
events that will make the replacenent cost effective are
not easily predictable. Producers, at |east the big ones,
generally consider that it is necessary for them to be
active in both kind of cabl es to answer the needs of their
customners.

b) Power cables

This market conprises in particular high-voltage power
cables used for the transm ssion of power as well as
medi um and | ow vol tage power cables used by the energy
utilities in the distribution of electricity. The main
customers are the national electricity boards or private
equi val ents, as well as railway conpani es and sone | arge
i ndustrial groups.

c) Overhead alum nium bare conductors

Al um ni um over head conductors are not insulated and are
usual | y not cl assified as cables. The notifying party does
not include themin the power cabl es market. Producers in
this field are often linked to al um ni umproducers. These
cabl es constitute a separate market in which both parties
are active. AEG Kabel's activities inthis field wll be
transferred to Alcatel. This market is therefore rel evant
for the assessnent of the present concentration.

d) Installation cables and wires

This market includes a wde variety of |owvoltage
el ectri cal cabl es for bui | di ng and I ndustria
applications. These cables are sold through electrica
whol esal ers and cabl e distributors.

e) Enanelled wires and w nding wires

These wires are used in the manufacture of electric
nmotors, transfornmers and donesti c appli ances. They consi st
of copper conductors generally insulated wth enanel
Textile, paper or other materials are also used for the
i nsul ati on.
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The Comm ssion therefore considers that the following five
product markets are affected by the concentration

- tel ecommuni cation cables and wres,
- power cabl es,

- over head al um ni um bare conductors,
- installation cables and wres,

- enanelled wires and wi nding wres.

The geographic reference narkets

Cable markets in the Community are at a transitional stage,
shifting fromnational markets to one that is Conmunity-w de.
But the transition has not yet been conpleted and progress
vari es between product markets.

Several elements contributed to the existence of national
mar kets

- Imports have been hindered by the different cable
specifications required in each Menber State. For nmany
years, each national certification body enforced its own
st andar ds;

- bt ai ning approval to supply power and conmunication
cables could be a lengthy process due to the technical
speci fications;

- The nati onal technical standards created adaptation costs
for non-donestic suppliers;

- PTT's, as well as public utilities in all Menber States,
traditionally gave their orders for equi pnment to nationa
suppliers.

The factors which accounted for national markets in the past
are now di sappearing :

- cable specifications are under the process of
har nmoni zat i on t hr ough sever al European or gani sati ons, such
as t he Eur opean Comm ttee for El ect r ot echni cal
St andar di sati on (" CENELEC") and t he Eur opean
Tel econmuni cati on Standards Institute ("ETSI").

- changes in procurenent policies have al ready occurred or
are expected to occur due, in particular, to the
i npl enentation of the Council Directive 90/531/EEC/ Y on
public procurenment which will contribute to breaki ng down
the traditional national policies in the cables field.
Most Menber States including Germany have to inplenent
this Directive at the |atest by January 1993.

The opening up of the markets as a result of this
i beralisation process will not be hindered by transport costs
whi ch are not significant in the rel evant product markets and
whi ch therefore do not constitute a trade barrier.

Y @ N L 297, 29.10.1990, p.1.
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Taki ng i nto account the above nmentioned el enents, the present
situation appears to be as follows in the different product
mar ket s :

The conmunication cables market is well on the way to
openi ng up. The process of harnoni zati on of standards nade
under the auspices of ETSI is well advanced in this field
and applies throughout the Community. National trade
barriers are di sappearing and the conditions necessary for
a single Conmunity-w de nmarket are now in place. There is
already a significant degree of inport penetration in
Germany and sone ot her Menber States. Deutsche Tel ekom has
recently switched over to publishing its procurenent
procedure on an international basis and to inviting
undertaki ngs from other EEC and from non- EEC countries to
tender. This new buyi ng practi ce of Deutsche Tel ekom which
is by far the nost i nportant buyer on the tel ecomrunicati on
market in Germany, will lead to a full opening up of the
Ger man mar ket .

The devel opnent towards a Conmmunity-w de market has
progressed at different speeds in the various Menber St ates.
In this context, a primary factor is the extent to which
networ k operators in the various Menber States are already
appl yi ng a Communi ty-w de pur chasi ng policy. Wilst inthose
Menmber States where network operators have not yet adopted

a Communi ty-w de purchasing policy the market may still be
considered to be a national market; in other Menber States,
such as Germany where Deutsche Telekom - the only
significant network operator - has already inplenented a

Comuni ty-wi de purchasing policy, the market is open to
Communi ty-w de conpetition

Si nce AEG Kabel has only limted sal es of tel econmmuni cati on
cables outside Germany, the center of gravity of the
concentration lies in Gernmany. However, because of the
Communi t y-w de pur chasi ng policyin Gernmany, the conpetitive
position resulting fromthe proposed concentration has to
be eval uated on the basis of Conmunity-w de conpetition to
whi ch Al catel and AEG Kabel are subject. G ven the attained
| evel of technical standardisation, for those Menber States
where the network operators have already inplenented a
Communi ty-w de purchasing policy, the geographic reference
market wll extend to the whole Community since al
suppliers wherever |located in the Community conpete for
tenders of the respective network operators. Consequently,
the rel evant geographic market in the present case is the
Community mar ket .

The power cables market still has the characteristics of a
national market. It can be noted that the process of
har nmoni zati on of standards is nmuch |ess advanced in this
field than in the others. Although inportant efforts are
being made, significant differences between national
specifications will remain for the foreseeable future,
obl i gi ng pr oducers to nmeet di fferent nat i onal
specifications. At present, the existence of a national
market in Germany is reflected inthe very limted | evel of
inports (representing less than 7 % of the total market).

Wth regard to the market for overhead alum nium bare
conductors on which thereis |imted val ue added, there are
no national specifications. This market - which is of smal
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i nportance conpared with that for power cables - is open
to non-donestic manufacturers and can be considered to be
a Communi ty-w de narket.

- Installation power cables and enanelled wires are the two
product markets which have noved furthest towards a
Communi ty mar ket . St andardi sed specifications have
encour aged the free fl ow of products between Menber States.
The geographic market for these two products can therefore
be considered to be a Comrmunity-w de market.

Conpatibility wwith the commbn nar ket

a)

18.

b)

19.

20.

21.

22.

Tel ecommuni cati ons cables and wires

In the Community market which is the relevant geographic
mar ket as defined in point 17 above, Alcatel has a market
share of 15 % and AEG Kabel would add with its activities
based mainly in Germany only 3 % There are other strong
conpetitors such as BICC, Pirelli and Sienmens with significant
mar ket shares. The concentration therefore will not give rise
to a dom nant position of Al catel/AEG Kabel .

Power cabl es

On the German market the parties' conbi ned market share w ||
be 25 % (Alcatel 12 % AEG 13 % which normally would not
indicate a domnant position on the part of the nerging
undert aki ngs.

However, the Bundeskartellant points out that the market is
hi ghly concentrated and that the three nobst inportant
manuf acturers of power cables in Germany, nanely the parties
to this concentration together with Sienens (23 %9 and Felten
& GQuill eaune (10 9% account for nore than 50 %of total sales.
The balance is held by a great nunber of undertakings with
smal | market shares. The Bundeskartellanmt considers that
consci ous parallel behaviour by the main manufacturers is
likely inthe future as far as prices and other conditions are
concer ned.

Furthernore according to the Bundeskartellam there are
additional features of the power cables market which would
support the oligopoly argunent

- It is a mature market with rather limted new technica
devel opnent s.

- There is high transparency in relation to product
characteristics as there exists a uniform specification
i nposed by the public utilities.

- Demand has been stagnant over a |ong period of tine.

The question of whether Art. 2 of the Regulation applies to
situations of joint dom nance can be |eft open since in the
present case the proposed concentration would not create or
strengthen a domnant position anong the three nmin
conpetitors nentioned above as a result of which effective
conpetition would be significantly inpeded in the conmon
mar ket or in a substantial part of it.
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If the hypot hesis were adopted that a dom nant oligopoly falls
within the field of application of the Regulation, it nust be
observed that in contrast to the German |law on restrictive
practices (Section 23a, paragraph 2 GWB) EC nerger contro

does not contain a |egal presunption of the existence of a
col l ective dom nant oligopoly as soon as certain conpanies
attain a certain conbi ned market share. Where three conpani es
have a conbi ned market share exceeding 50 % there is a | ega

presunption under German | aw that no substantial conpetition
exi sts between t hese conpani es and t hat consequently they form
a dom nant oligopoly. Under the Regul ati on such a presunption
whi ch anmobunts to a reversal of the burden of proof does not
exist. On the contrary, the Commssion would have to
denonstrate in all cases that effective conpetition coul d not
be expected on structural grounds between the |eading
conpanies in a highly concentrated market.

There exist no indications which would allow the concl usion
that currently, no effective conpetition exists between the
| eadi ng conpani es on the German mar ket for power cables, i.e.
prior to the proposed concentration. On the contrary, the
specific demand structure as outlined in point 26 bel ow and
the fact that in Germany prices for power cables have fallen
by about 20%in the | ast 10 years, are indicative of effective
conpetition.

The question therefore arises whether the current conditions
of conpetition will be altered by the proposed concentration
to such an extent that it nust be considered that in the
future there will be a lack of effective conpetition between
the | eadi ng cabl e suppliers. The Conmm ssi on does not consi der
that this is the case. It 1is true that the proposed
concentration leads to the disappearance of a significant
conpetitor and to a certain increase of the degree of
concentration in the affected market. However, with regard to
the overall market structure, it cannot be expected that the

increase in the supply side concentration will lead to a
situation where in the future effective conpetition between
the | eading conpanies will cease to exist. Neither fromthe

information available to the Commission, nor from the
argunments put forward by the Bundeskartellant in this
procedure do materi al indications arise that the conditions of
conpetition on the power cabl es narket woul d be fundanental |y
changed through the concentration in this way. Under the
framework of EC Merger control, such a change in the market
structure (currently, the concentration ratio for the top
three conpanies is 48 % after the concentration this wll
rise to 58 %9 does not on its own inply the di sappearance of
effective conpetition.

An i nportant characteristic of this market is the strength of
t he demand- si de, where about 80 %of power cables is purchased
by about 20 inportant public utilities. In fact, because of
the considerable differences in the demand volune of these
custonmers, the demand side concentration is considerably
hi gher for the top group of these conpanies. Gven this
bar gai ni ng power on the demand side it is unlikely that the
suppliers would be able to engage in conscious parallel
behavi our in setting prices or other conditions. This specific
structural elenment of the market has to be taken i nto account
in the evaluation of the future behaviour of the |eading
suppl i ers.
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There is a further aspect that the Comm ssion has to take into
account. This is the purchasi ng behaviour of public utilities
in Germany. To date open public bids were not the nost
frequent purchasing nmethod of German public utilities. The
entry into force of the Public Procurenent Directive wll have
a strong inmpact on the behaviour of the public utilities as
regards their purchasing policy. Gven that alnost all the
rel evant orders for cables from German public utilities are
above 400,000 Ecu, the principles of the Directive would be
applicable to nost pr ocur enent pr ocedur es. In other
circunstances, a change in the procurenent procedure al one
m ght not be considered as an inportant step towards a
conpetitive environnment, but given the strong bargai ni ng power
on the demand side the changes inposed by the Directive wll
reduce the possibility of conscious parallelismon the part of
t he suppliers.

G ven the particular structure of the demand-side and the
i mm nent change 1in procurenent procedures, the present
concentration cannot be considered to create or strengthen a
dom nant position held by the parties to this concentration
either alone or jointly with other undertakings as part of an

ol i gopol y.

Overhead al um ni um bare conductors

Al catel has a market share of 19 % in the Community. AEG
Kabel ' s sal es outside Germany are very small (1.9 m|lion Ecu)
which is about 1 % of the total EEC market. In Germany the
conbi ned mar ket share of Alcatel and AEG would be 11 % The
mar ket position of Alcatel/AEG would not give rise to a
dom nant position.

Installati on power cables and wres

The parties woul d have a conbi ned market share of 15 %in the
Community. They cannot be considered as having a dom nant
posi tion.

Enamelled wires and wi nding wres

The parties woul d have a conbi ned market share of 21 %in the
Community. There are ot her i nportant producers in this nmarket.
The concentration would not result in the parties having a
dom nant position.



31. It follows fromthe above findings that the concentration w ||
not create or strengthen a dom nant position as a result of
whi ch effective conpetition would be significantly inpeded in
the common market or in a substantial part of it.

32. For the above reasons the Comm ssi on has deci ded not to oppose
the concentration and to declare it conpati ble with the common
market. This decision is adopted in application of Article
6(1)(b) of Council Regulation No 4064/ 89.

For the Conmm ssion
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