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

By regi stered mail wi th advice

of delivery

To the notifying party

Dear Sirs,

Subj ect: Case No. |V/M 237 - DASA Fokker
Notification of 2.4.1993 pursuant to Article 4 of
Counci| Regul ation No. 4064/ 89

1. The above operation concerns the acquisition of a majority
interest in NV Koninklijke Nederlandse W iegtuigenfabriek
Fokker (Fokker) by Daiml er-Benz AG After exam nation of the
notified operation, the Comm ssion has concluded that it
falls within the scope of application of Council Regul ation
No. 4064/89 and does not raise serious doubts as to its
conpatibility with the conmon market.

| . THE PARTIES

2. Daimer-Benz is a German hol di ng conpany active in a variety
of sectors such as the manufacture and sal e of passenger cars
and commercial vehicles (through its subsidiary Mercedes-
Benz) and the manufacture and sale of autonmation equi pnent
and systens, rail transport systens, el ectronic equi pnent and
conponents (through its subsidiary AEQG.

Dai mMer-Benz is also active in the devel opnent, nmanufacture
and sal e of aerospace-rel ated products through its subsidiary
Deut sche Aerospace AG (DASA). DASA is the second | argest
European aircraft manufacturer in terns of turnover. It is
active in all three segnents of the aircraft industry, ie
aircraft, propul sion and equi pnment. 44%of the turnover was
achi eved through the production and sale of aircraft. DASA
is involved in the manufacture of large comrercial aircraft
as a nenber of the Airbus consortium The conpany al so
produces regional transport aircraft (D0328).

3. Fokker manufactures and sells minly civil aircraft and
related products and services. Fokker is a major
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manuf acturer of regional aircraft with its two nodels F50
and F100. Fokker's aircraft activity makes up nore than 80%
of its total turnover of 1,794 mllion ECU (1992), with the
F100 business contributing 68% and the F50 business 14%
O her activities of Fokker are the devel opment, production
and assenbly of space systens and ot her machi nery, parts and
systens in the civil and mlitary area.

THE OPERATI ON

The parties have concluded a set of agreenents which wll
bring about the operation. The agreenents provide for the
acquisition of 51% of the shares of Fokker through Fokker
Holding BV (Holding) which is a subsidiary of ZPG
Bet ei | i gungs- und Verwal tungs GrbH (ZPG, which in turn is
a subsidiary of DASA. Furthernore, the agreenents regul ate
the conplex future relationship between DASA, Fokker,
Hol di ng and the Netherlands State (the State). In addition,
the possible entry of other "industrial partners” into
Hol di ng has been taken into account.

DASA, the State and Fokker have concl uded a Master Agreenent
on the control of Fokker as a result of which the managenent
board and the supervisory boards of Fokker wll be
restructured.

The managenent board of Fokker is appointed by the general
shar ehol ders neeting in which DASA, through Hol ding, has a
maj ority of the votes.

The managenent board's decisions will be adopted by a sinple
majority of the votes. However, the board will need the
prior approval of the supervisory board of Fokker for
fundanmental resolutions and maj or busi ness deci sions.

A qualified magjority of seven votes is required of the
supervisory board on the follow ng business mtters of
Fokker :

- changes in the role of Fokker as the | ead conpany for al
present and future business in the field of mediumrange
jet aircraft for transportation of between 65 and 130
passengers ot her than the Airbus programme, with the A319
at the | ower end,

- the termnation of existing programres for jet aircraft,

- the acquisition or disposal of assets or businesses or
the entering into joint ventures,

- the buy-in, cancellation or new issue of Fokker shares,

- the reservation of the annual profits, and

- the changes in the worksharing stipulated by the
| ndustrial Partners Agreenent.

The conposition of the supervisory board allows DASA to
control the sinple majority of the board but not the
qualified mpjority. For the latter, DASA will always need
the votes of two independent directors or one independent
director and the State director.

Wth this operation, DASA pursues the objective of becom ng
a prinme contractor for a major aircraft programe. The
conpany regards this capability as essential for its
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viability and long term profitability as an aircraft
manuf act urer. As Fokker is an established and highly
regarded manufacturer of regional aircraft, DASA regards the
acquisition of a controlling interest in Fokker as a step
which will fulfil its objective. It brings DASA closer to
becom ng the European centre of production for "narrow
bodi es” for aircraft. DASA already does the final assenbly
for the A321. |In addition Fokker could provide appropriate
product support and marketing for DASA's turboprop aircraft
DO328 for which the first deliveries are expected this year.

COVMUNI TY DI MENSI ON

The aggregate worl dwi de turnover of the Dainmler-Benz group
and t he Fokker group in 1992 anmobunted to nore than 5 billion
ECU (Dai M er-Benz: 48,779 mllion ECU, Fokker: 1,794 mllion
ECU). Both had a Comunity-w de turnover of nore than 250
mllion ECU (32,134 billion ECU for Daimer-Benz and 447
mllion ECU for Fokker) and they did not achieve nore than
two-thirds of their Community-w de turnover in one and the
sanme Menber State.

CONCENTRATI ON

As a result of the operation, Daimer-Benz will acquire
control of Fokker. Through Hol ding, the conpany wll
control a mpjority of voting rights in Fokker's sharehol ders
nmeet i ng. Furthernore, Daimer-Benz will exercise control
over nost of Fokker's business decisions. It needs the
support of independent directors for only a few resol utions
of the supervisory board. The qualified majority rule for
t hese deci si ons does di m ni sh DASA's degree of influence on
Fokker . However, it does not deprive Daimer-Benz of
deci sive influence.

The voting rights of the State do not confer decisive
influence. The State does not have the power to veto any
decision on its owm. In addition, it should be noted that
the State has undertaken, by way of contract, not to oppose
decisions related to the termnation of any existing
aircraft programme where such aircraft programmes are
uneconom cal for reasons of "market demand”, conpetition or
costs".

It follows that the notified operation will give rise to a
concentration within the neaning of Article 3 of the Merger
Regul at i on.

COVPATIBILITY WTH THE COVMON NMARKET

Rel evant nmarkets

The mai n econoni ¢ sector concerned by the transaction is the
regi onal aircraft business for both jets and turboprops. In
addi tion, both DASA and Fokker are active in space systens
as well as defence systens.



10.

11.

b)

12.

- 4 -
Regi onal aircraft business
Rel evant product markets

In its de Havilland decision of 02.10.1991, the Conm ssion
found a distinct market existed for regional turboprop
aircraft and stated that neither regional jet aircraft nor
jet aircraft devel oped for short and nedium haul flights
shoul d be included in this nmarket.

In fact, with regard to regional jet aircraft, there are
significantly higher acquisition and operating costs. In
addition, the tinme-saving is not significant on routes of
less than 400 nautical mles while the average distance
operated by turboprops is less than half of this distance.

In addition, these jet aircraft are approximately tw ce the
price of the largest turboprop aircraft. It applies even
nore to the bigger jets.

Regi onal turboprop aircraft

In the sane decision, turboprop aircraft with fewer than 20
seats were excluded from the narket for reasons of
certification security requirenents, |evel of confort, use,
etc. Wth regard to aircraft with nore than 20 seats, on
t he basis of information supplied by the industry concer ned,
t he Comm ssion made a distinction between commuter aircraft
with 20 to 39 seats, 40 to 59 seats and 60 seats and over.
In particular, it was found that the airline conpanies
define the basic approximte capacity required for a
specific use and then choose aircraft that provide the
required capacity range.

Specifically, the airline conpanies appeared to take into
account the route characteristics (in particular the
expected passenger traffic and the frequency of flights),
the |l evel of business travel and the nunber of slots. The
principal factor dictating the airline's fleet requirenent
was thus found to be the nunber of seats. As a result, the
airline conpanies usually make their choice from aircraft
grouped together in the relevant markets defi ned above.

Regi onal jet aircraft

In the notification, the parties assune that the rel evant
product nmarket as regards jet aircraft is the market for jet
aircraft of a seating capacity ranging from70 to 130 seats.
In addition, they stressed that, inits second Comuni cation
on "the European aircraft industry”, the Conm ssion drew a
di stinction between regional jet aircraft (between 70 and
130 seats) and large commercial aircraft (over 130 seats).
It should be noted that the Comm ssion, in the sane
Communi cation, pointed out that such a distinction is
“relatively arbitrary"”.

Currently, Boeing, MDonnell Douglas (MDD) and Airbus sel

or intend to sell aircraft with a capacity of around 130
seats which belong to the | ower end of the | arge conmmerci al
aircraft range. Specifically, the Boeing B737 has a variety
of configurations in order to provide various seating
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capacities (sone of thembeing nore than 130 and sone fewer)
and thus there appears to be a link between regional and
| arge commercial aircraft. The same concl usi on can be drawn
for MDD which manufactures the M7, a 130-seat jet
aircraft. Equally, Airbus plans to |launch the Airbus A319,
a 125 to 135-seat jet aircraft stemmng from the bigger
A320.

At present, a conparison of cost and performance data of
those large commercial aircraft and the biggest existing
regional jet aircraft (manufactured by Fokker and British
Aerospace) only partly supports the parties' concl usion that
both bel ong to the sanme product market.

In addition, a smaller jet aircraft, the Canadair 50-seat
regional jet has been brought to the nmarket recently (the
first delivery took place in late 1992).

However, it is not necessary to decide in the present case
whet her all the above jet aircraft belong to the sane market
as the exact definition of the relevant product market for
regional jet aircraft wll not affect the subsequent
conpetition analysis.

Rel evant geographi cal market

The aircraft markets are considered to be world markets.
There are no tangible barriers to the inportation of
aircraft in the Coormunity, the costs of transportation are
negligible and there is a significant nutual penetration
bet ween North Anerica and Europe(”.

Def ence activities

Fokker and DASA's defence activities only overlap to a very
[imted extent in this field (see below). Therefore, the
exact definition of the relevant product and geographica
markets in the defence field can be | eft open since even on
t he narrowest possible definition no dom nant position is
created or strengthened.

Space systens

The satellite business includes both the institutional
programmes which accounts for two-thirds of the global
satellite business and the comrercial business. In both
cases, satellite consortia conpete with each other offering
the custoners conplete satellite systens. These consortia
use the in-house production of their nenbers as well as
purchasi ng sub-systens and conponents from specialised

producers. In addition, institutional programes are
governed by specific rules (eg the geographical return per
state rule) which to a certain extent Ilimt free
conpetition. However, the precise definition of the

rel evant product and geographical nmarkets for satellite
systens may be |left open as even on the narrowest possible
definition no dom nant position is created or strengthened.

(*)

See the de Havilland deci sion of 2.10.1991.
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Assessnent

Reqgi onal aircraft

Regi onal turboprop aircraft

In view of the fact that DASA and Fokker produce different
aircraft (with DASA's D328 and Fokker's F50), an overlap
would only result if the overall turboprop aircraft market
is regarded as the relevant product market (which the
Commssion did in its de Havilland decision in an
alternative assessnent of the conpetition effects of the
proposed nerger). Assuming this is the case, the conbined
mar ket share for DASA/ Fokker is 13%

In view of the fact that the market shares of DASA and
Fokker on all markets are bel ow 25% and that ATR (the joint
venture of Aérospatial e and Al enia) hol ds stronger positions
on each of the affected markets, there is no indication that
the concentration will create a single dom nant position of
DASA/ Fokker .

However, in 1991 Aérospatiale, Al enia and DASA entered into
a Menorandum of Understanding with the objective of formng
an alliance in the field of regional aircraft.

These plans for an alliance between the parent conpanies,
ATR and DASA, led the Comm ssion to question DASA's status
as a significant conpetitor of ATR in its de Havilland
decision on the basis of the above Menorandum of
Under st andi ng.

Co-operation between DASA and Aérospatiale/Alenia was
abandoned in 1992 as the heavy investnent needed for the
devel opment of the Regioliner was not supported sufficiently
by market needs. The Menorandum of Understandi ng between
DASA and Aérospatiale/Alenia thus expired at the end of
1991.

Thus t he pr oposed al li ance bet ween DASA and
Aérospati al e/ Al enia has not materialised.

DASA has taken preparatory steps in its agreenments wth
Fokker, the Holding and the State for the future entry of
"other industrial partners”. These preparatory steps could
al | ow Aérospatiale/Aleniaindirectly to beconme a sharehol der
i n Fokker through a joint participation of 50% in Hol di ng.
However, Aérospatiale and Alenia are not the only possible
i ndustrial partners of DASA for the control of Fokker.

Finally, it is unlikely that other existing |links between
Aérospatial e/ Alenia and DASAw || create a conpetitive unity
bet ween them on turboprop aircraft nmarkets.

Thus, DASA and Aérospatiale currently have to be regarded as
i ndependent conpetitors on the turboprop aircraft market.

Regional jet aircraft

In their notification, the parties assune that the air
carriers require jet aircraft with a seating capacity of
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between 70 and 130 to neet their specific requirenents of
point-to-point traffic between secondary airports serving
routes with short and nedi um di stances and a varyi ng nunber
of passengers. On the basis of this broad definition of the
mar ket, the market shares (total sales and firm order by
seat including the B737-300 up to its 130-seat
configuration) would be the follow ng:

Wrld EC

BAe 11% 13%

Boei ng 69% 62%

MDD 5% 14%

Fokker 15% 11%
No horizontal overlap wll result from the proposed
concentration since DASA has no activity in the regional jet
aircraft field. In addition, Airbus (in which DASA is a
partner) is not active at present in this market. The

decision to launch the A319 should be taken by m d-1993
depending on the nunber of orders received by Airbus. At
present, the actual nunber of orders received is far too | ow
to take such a positive decision. Even if the A319 were
| aunched, Boeing would remain the undi sputed market | eader
through its B737 famly of aircraft (B737-500: 120 seats;
B737-300: 136 seats).

| f the rel evant product market was considered to be, on the
one hand, jet aircraft with an approxi mate seating capacity
of 100 and on the other hand jet aircraft wth an
approxi mate seating capacity of 130, no horizontal overlap
woul d result fromthe proposed concentration. Wth regard
to 100-seat aircraft, neither DASA nor Airbus are actual or
potential conpetitors in this market. However, Airbus and
Fokker (through its F130 project) are potential entrants
into the market for jet aircraft with an approxi mate seating
capacity of 130 where only Boeing and MDD are currently
present and Boei ng holds a market share of nore than 90%

Def ence activities

Bot h DASA and Fokker are involved in defence activities.
Fokker is a contractor in the manufacture of the NH 90
hel i copter project |aunched by the governnents of France,
Germany, Italy and the Netherlands. 1In addition, Fokker is
active in nobile mlitary command posts and conponents for
weapons systens. DASA is mainly active in the production
and sale of mssiles, radar and mlitary m croel ectronics.
DASA is also a partner in the NH 90 project.

As a result, Fokker and DASA s defence activities only
overlap to a limted extent in the field of helicopters
wher e Fokker had never been active prior to its appoi ntnent
by the State in the framework of the NH 90 i nternational co-
operation. In addition, it should be noted that given the
particular conditions of conpetition in the defence
i ndustry, Fokker and DASA are neither actual nor potential
conpetitors in the field of mlitary helicopters.
Furt hernore, co-operation at European | evel for the next 10
to 15 years (such as the NH 90) has al ready been deci ded.
Thus the concentration would not significantly affect the
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structure of co-operation at European |evel.

iii) Space systens

26.

VI .
27.

Al though both DASA and Fokker are active in both
institutional and comercial satellite business, their
activities only overlap, froma technical point of view, in
the solar sub-systens for satellites range. However, DASA
is active as a prime contractor offering conplete satellite
busi ness meanwhi |l e Fokker's activities only relate to the
manuf act ure and sal e of sub-systens and conponents for sub-
systens. As a result, no horizontal overlap wll result
fromthe proposed concentration

CONCLUSI ON

It can, therefore, be concluded that the proposed
concentration does not |lead to the creation or strengthening
of a domnant position as a result of which effective
conpetition wll be significantly inpeded in the comon
mar ket or in a substantial part of it.

*

* *

For the above reasons, the Conm ssion has decided not to
oppose the notified concentration and to declare it
conpati ble with the conmon market. This decision is adopted
in application of Article 6(1)(b) of Council Regul ati on No.
4064/ 89.

For the Commi ssi on

TEXTE RECONSTI TUE ELECTRONI QUEMENT / ELECTRONI CALLY RE- CREATED

TEXT / ELEKTRONI SCH NACHGEBI LDETER TEXT



